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High on the list of American business 
achievement stands the swift efficient 
movement of millions of tons of 
material — made possible by an endless 
variety of automatic, time-and-labo: 
saving machinery. Petroleum plays < 
vital role in this development. In the 
hydraulic cylinders of lift trucks, for 
example, move petroleum liquids tha 
revolutionized the art of fast, cost- 
controlled distribution. Texaco 
scientists pioneered in creating these 
amazing hydraulic fluids which change 
pounds of pressure into tons of lift. 
The chemical sinews of these liquid 
muscles are the result of a partnership 
of research and industry in which 
Texaco scientists daily seek the new 
way, the better way. 
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The Board of Diree- 
tors has declared the 
following quarterly 
dividends, payable 
October 1, 1957, to 
stockholders of record 
September 5. 1957. 

¢ 45 cents a share on 
Common Stock. 


« $1.00 a share on Pre- 



































ferred Stock. 


CONSECUTIVE 
DIVIDEND 
August 21, 195 North Chicago, Ulinois 





Southern California 


Edison Company 


DIVIDE NDs 


The Board of Directors has 
" 


1uthorized the payment of 
the following quarterly divi 
lends 


ORIGINAL PREFERRED STOCK 
Dividend No. 193 


60 cents per share; 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 

Dividend No. 42 

27 cents per shore 


The above dividends are pay 
able September 30, 1957, to 
stockholders of record Sep 
tember 5. Checks will be 
matied from the Company 
fice in Los Angeles, Sep 


tember 30 


P.C. HALE, Treasurer 
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ENERGY 


makes the WEST GROW 


The all-round growth of the nine Western 
States served by E] Paso Natural Gas 
Company and its subsidiaries continues to 
accelerate, consuming energy at an un- 
precedented rate. 

New growth calls for new energy— 
energy to make arid lands fertile... energy 
to make rigorous climates pleasant with 
air-conditioned homes and offices for year- 
round living and working comfort... 
energy to increase production in plants, in 
mines, in fields. 

Since 1928, when E] Paso Natural Gas 
Company was formed, population in these 


nine states has almost doubled. Looking 





ahead, this new West sees its present popu- 
lation increasing by almost 30% in the 
next 10 years. 

To help keep the West supplied with the 
energy required for future growth, E] Paso 
Natural Gas Company is engaged in con- 
tinuing and intensive programs to augment 
its large reserves of natural gas. In the 
past 10 years despite the tremendous in- 
crease in sales to E] Paso’s market, our 
committed reserves have increased over 
100%. The rapid rise of these reserves is 
equalled only by the unparalleled upsurge 
in Western energy requirements. 

Intensive exploration for, and acquisi- 
tion of, natural gas reserves are just two 
of many E] Paso activities designed to help 
serve the energy needs of the West. 

El] Paso and its subsidiaries operate a 
network of natural gas pipelines, the 
world’s most efficient means of transporta- 
tion. Other activities are conducted in ex- 
ploration for and supply of petroleum, in 
refining, in the marketing of petroleum 
products, in the manufacture of petro- 
chemicals—and in the search for and proc- 
essing of uranium, a fuel of tomorrow. 


El Paso Natural Gas Company and its sub- 
sidiaries serve California, West Texas, Ari- 
zona, Idaho, Nevada, New Mexico, Oregon, 
Utah and Washington. 
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The Trend of Events 


REUTHER’S PIG IN THE POKE. Walter Reuther’s 
plan to level off prices and wages is a jug-handled 
proposition. Management has been offered the slip- 
pery side where there’s no place to grab. 

‘euther wants auto manufacturers to cut prices 
$100. Then, the arrangement goes, the UAW will 
not claim the utterly impossible in the new wage 
contracts, but will settle for the impossible. The 
Union goes on record for nothing—no quid pro quo. 
It will take into consideration, it says, the fact of 
reduced prices of cars to place them within reach 
of the consumer, But there has been no retreat 
from the 4-day week with 5-day week pay demand. 

With steel up and wage demands becoming more 
difficult, the companies were quick to reject this pig 
in the poke and assert their sole authority to set 
prices. Reuther is weeping for the consumer, but the 
offer might have come from the ghost of Sam 
Gompers: it puts the onus on employers to solve our 
economic ills. 


IN MEMORIAM Senator Byrd has found him- 
self the victim of his own committee. The Senator 
started with the idea of breaking down the opera- 
tions of the monetary system into all its pieces, find- 
ing where friction existed or 
the machinery was being pro- 
pelled off center, and then 
putting it together again with 
repairs and new parts. With- 
out doubt, the Virginian be- 
lieved this could be done 
within the sound money 
framework. His late col- 
league, Senator Carter Glass, 
had carried out a similar un- 


] regular feature. 
dertaking 40 years ago and 
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the Federal Reserve System came into being. At 
no time did Byrd speak out against the Fed or 
hint fundamental overhaul: he said and reiterated 
only that a complete study had waited too long. 

Actually, the committee had one objective: curb- 
ing inflation. Byrd always has held that sound 
money is the cure-all. But he found himself sur- 
rounded by colleagues who think easy money is the 
answer. The hearings went on for weeks, devoted 
principally to fault-finding. At the helm were sen- 
ators who seemed disinterested in cures and were 
guided by a single political motive: to prove that 
George Humphrey wasn’t a competent Secretary 
of the Treasury and that he guided Eisenhower 
away from the path marked out in the GOP plat- 
form. 

The inquiry was taken away from Rep. Wright 
Patman because it was thought he would draw and 
quarter the Fed and let it go at that—after, of 
course, putting in a plug for printing press money. 
The Senate moved fast, pre-empted the field and 
left Patman out. Congress might just as well have 
given the job to Patman. The inquiry lost its target, 
never achieved depth, became bogged in partisan 
politics. Byrd obviously sees no future in the study 

so the probe goes into moth- 
balls until January. 


We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keen 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


Soak-the-rich tax advocates 
would be surprised to learn 
just how little the Treasury 
would collect if it confiscated 
the income—not merely taxed 
it-—of all persons making $1 
million or more a year. Inter- 
nal Revenue Service data (see 
table on the next page) shows 


| 


6865 









201 persons reporting $1 million-or-more income in 
1954 the last year for which data are available.) 

If the income of all persons having annual income 
of $500,000 or more were to be confiscated, 640 per- 
sons would be directly affected and the grab would 
produce only a fraction of one per cent of the Fed- 
eral income tax collections for the year. 

Drop back another bracket: individuals with an- 
nual income ranging from $100,000 to $500,000, 
and you add 18,070 persons; confiscate their entire 
annual income and add it to the seized incomes of 
those in the even-higher brackets, and the result is 
barely over one per cent of the Treasury’s annual 
collection from income tax sources. 

In fact, if everybody whose income is $10,000 or 
more annually were required to send every dollar 
they earn to the Treasury, the Government still 
would have to look elsewhere for more than 90 per 
cent of its income tax collections. 

The figures in the table tell their own story. Des- 
pite the restrictions the tax structure places on capi- 
tal acquisition by individuals, a reduction in taxes 
for the upper brackets is politically impossible with- 
out also lowering the rates for everyone. And this 
the Government can’t afford. 











Income Tax Payers by Classes 


Returns 


Adjusted gross income Precent of 


classes Number total 

Under $5,000 41,711,417 (*) 
$5,000 under $10,000 12,466,268 (*) 
$10,000 under $50,0000 2,039,909 0.1 
$50,000 under $100,000 70,400 3.6 
$100,000 under $500,000 18,070 22.1 
500,000 under $1,000,000 439 74.1 
$1,000,000 or more 201 (*) 
Total 56,306,704 100.0 


1 Less than .05 percent. 








MOSCOW CALLS THE TUNE... With the Communist 
coup in Syria, Russia has reaped her first important 
dividend in a two year concerted effort to become 
a major power in the Middle East. A Communist 
Syria places a true Soviet satellite within the West’s 
lines of defense, and makes it clear once and for all 
that it is Moscow and its rapidly expanding power 
politics that is America’s most important problem 
in the area. 

Informed circles believe that back of the Commu- 
nist plan is the subvers‘on of Iraq and Lebanon— 
Syria’s immediate neighbors, and the two staunch- 
est allies of the West in the Arab world. The strong 
possibility also exists that an attack will be mounted 
on Israel to identify Communism with the one point 





on which the various Arab factions are in complete 
agreement. 

But the most important danger is that Moscow’s 
new Mediterranean foothold places her influence 
directly astride the vital oil pipeline link betwee: 
Western Europe and the prolific Saudi Arabian and 
Iraqi oil fields. To appreciate Russia’s new stratezic | 
position it is only necessary to recall the oil crisis} 
of last winter which might have wrecked the Euro. 
pean economy, had it not been for the American 
oil lift and the fortunate circumstance of unusually 
mild weather. 

The situation is not desperate, however. For one 
thing, lacking a common border with her newest 
satellite, the Kremlin’s degree of control over Syrian 
affairs is less awesome than it is over her absorbed 
satellites. For another, Iraq and Lebanon are the 
two Arab countries most likely to call on President 
Eisenhower to invoke his 


octet 





Middle East Doctrine : 
should a real threat of armed aggression develcp.§ 


Since the reduction of Syria was accomplished in? 


the one way that precluded United States action, it 
is doubtful that either Russia or Syria will now 
provide us with an excuse for bringing the “Dcc- 
trine” into play. Furthermore Russia is keen|y 
aware that Israel gave Egypt a thorough thrashing 
last winter despite Egypt’s heavy arsenal of Rus- 
sian arms. She is not likely to endanger her prestie 
again by subjecting Syria to similar humiliation, 
unless and until she is certain of victory. 

And finally, there is hope in Syria’s own history 
of political instability. Since gaining independence 
from Vichy France in 1945, a succession of military 
rulers have either been assassinated or driven into 
exile for fear of their lives—and undoubtedly the 
current clique looks carefully under the bed each 
night before retiring to a fearful sleep. 

Thus, although the West has been dealt a blow 


ee 


a 





in the Middle East, we are not without our ow " 


weapons. It must be remembered that earlier this 
year a well timed show of strength by the U.S 


Sane 


Sixth Fleet prevented a similar coup in Jordan, § 
serving notice on both Russia and the Arab coun- § 


tries that we are ready and willing to act when we 
have the opportunity to do so. 

Furthermore, most Middle East countries are 
thoroughly frightened by the specter of Communism 
in their midst. Therefore, a combination of autono- 
mous Middle East action against Syria, either di- 
rectly—or what is more likely—by quarantining that 
country, plus the Eisenhower Doctrine, may yet be 
able to eliminate or at least sterilize Moscow’s new 
toehold. 

But it won’t be an easy job. The sudden arrival in 
Damascus of some thousand Soviet “technicians”, 
the heavy shipment of Soviet arms to Yemen, and 
Moscow’s solicitous support of the rebel leaders in 
Oman, are clear evidence that the USSR is more 
determined than ever to wrest this vital area from 
the West. It will require our combined best efforts 
to prevent them from doing it. 

Once again, Russia has challenged the global! 
plan for Western defense. Once again the West 
must prove itself capable of meeting the thrust. 
while keeping a damper on the constant threat of 
“little” wars which, as long as they smoulder, can 
flare up into a world-wide conflagration. —END 
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By JOHN CORDELLI 


r one» FULL EMPLOYMENT — FACT OR FANCY 


West J 
yrian§ 
orbed 
> tneg The publicity given to the layoffs ahead in the 
ident § aiy-raft industry and reports of spotty unemploy- 
trine ment throughout the country, appear to have re- 
“- ' vived a pleasant fiction that the much-bandied term 
a IN} “Full Employment”, connotes some sort of Federal 
m, il } gu ranty, — whereas it is simply a national aspira- 
DWF tion, nothing more. 
Doe- Vith various sections of our economy beginning 
n'y § to feel the pinch of un- 
hing § oy ployment, there is 
Rt *§ bound to be an acceler- 
stise § ated interest in the 
tion, § th ory vs. realities of 
“full employment”. In 
tory § fact, the Pentagon direc- 
enve # tive to the aircraft in- 
tary eq stry to make a further 
In“O# cut in its payrolls and 
the} reduce the working force 
each B from 910,000 to about 
800,000 has activated in- 
quiries in Washington as 
to just what cushions ac- 
Th tually exist. 

—_ Of interest is the offi- 
dan, § cial Labor Department 
uUn- § figures issued by the U. 
| WEE S. Department of Com- 

| merce, showing a total 
are civilian and military la- 
1Ss™§ bor force of 72,661,000 
NO- § in June of this year com- 
di-§ pared to 69,430,000 at 
‘hat § the same time last year 
| be _ with the same source 
1eW | showing also a drop in 
manufacturing produc- 
lin § tion employees to 12,- 


ihe ee 


OP iw 





low 
own 


RSS UT Ba els 


noel 935,000 from 13,108,000 “Come on Back to the Trailer and Meet the Rest of the Family” 


and § a year ago. 

} Actually the govern- 

ore § ment plans in existence consist of the skeleton of 
‘0M § a public works program which could be dusted off 
rts § if a recession of frightening proportions should set 
_—| in: “made work” for the most part, but also con- 
bal sisting of delayed construction work. 

esi But the misconception that an employable per- 
ist. F son who is without a job may, ipso facto, obtain 
a employment under any machinery that exists today 
“all § is a widespread, but dangerous error. 

ND Under private contract, a limited number of work- 
ers have gained the protection of Guaranteed An- 
' nual Wage. Where in existence now, the plans usu- 
7 ally insure 2,000 hours of employment or wages 
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(approximately 50 forty hour weeks) during a 12- 
month period, for production workers with one or 
more years of seniority. Another plan guarantees 
70 hours of pay per month to laid off workers who 
perform some service during the month, and 140 
hour pay for those who perform no work at all 
during a month. 

But this is all there is of guaranteed employment 
anywhere in the coun- 
try. Many more em- 
ployed persons have the 
benefits of unemploy- 
ment compensation in 
amounts limited in dol- 
lars and tenure by the 
differing laws of the sev- 
eral states—but there are 
about 12 million wage 
CUTHETS in the country 
not covered by any un- 
é mployme nt insurance 
plans whatsoever. These 
include state and local 
government workers, 
those who toil with very 
small firms, domestics, 
farm workers and a few 
other classes. 

In all, about 22 of each 
100 gainfully employed 
workers are excluded, 
and those covered are as- 
sured limited income for 
only short periods of 
time. The President’s 
Economic Report this 
year urged all states to 
up the period of payment 
to 26 weeks, but to date 

€ 10) mew Tore ernie Trine tne only six states compen- 

sate for that length of 

time or longer, the average weekly payment being 
$25.08, which means that many receive much less. 

A few other workers have wage contracts calling 
for supplemental unemployment pay, to be added 
by management to the check paid out under Fed- 
eral laws administered by the states, but even the 
Ford and GM contracts, the most important of this 
type, limit payments to 26 weeks. 

Thus, not only is there no statutory insurance 
of Full Employment, as erroneously supposed by 
many, but also there is little cushion for the jobless 
under the unemployment insurance system, and as 
indicated above, none (Please turn to page 746) 
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Market Over The Next Fortnight? 


The market lacks a support base for anything better than trading-range rallies, which could 
defer a closer test of last February’s lows perhaps for some days or weeks. We see nothing 
strongly bullish or bearish in the medium-term business picture. Communist moves in the 
Middle East are disturbing. Our conservative, selective investment policy is unchanged. 


By A. T. 


Stock prices declined further during the past 
fortnight, reflecting restricted demand and a moder- 
ate volume of selling. Another selling climax, at 
least for the time being, developed in the forepart 
of last week and was followed by a rally. Subsequent 
fluctuation to the week end was moderate and inde- 
cisive. As always, near-term possibilities are largely 
guesswork; but, in view of the speed and scope of 
the sell-off, an interlude of relief—whether or not 
amounting to much more than a “time out” for rest 
and reconsideration—seems in order. 

At its lowest closing level to date, the Dow in- 
dustrial average had fallen 9°% from its July high in 


MILLER 


little more than five weeks, cancelling 70% of tie 
February-July upswing. The latter amounted to 
13.8%, falling a fraction short of duplicating t..e 
August, 1956 top which, in turn, was just a hair 
under the April, 1956 bull-market peak for this 
average. Declines are generally faster than al- 
vances; but this one has been too fast to continue 
without interruption. For comparison, the zig-z: g 
retreat from the August, 1956 high to last Febr :- 
ary’s low amounted to about 12.7% and was spresd 
over more than six months, against the above cited 
9“~ in some five weeks in the present instance. Fast 
and sharp moves are uncommon. It is normal for 
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the market to spend a goodly portion of 
each year in “killing time” while await- 
ing more light on prospects and some 
fresh impulse. Thus, if the February 
low is to be more closely tested or 
broken, that would seem a more likely 
development at some time in the au- 
tumn period, when business trends are 
clearer. 


Correction Already Substantial 


At last week’s poorest closing level 
the rail average had penetrated the 
February lows by a point, thus more 
than wiping out its entire upswing 
from that bottom. The latter obviously 
could be broken more readily than in 
190 utility average, the decline from the 
May bull-market high has exceeded 9%, 
cancelling more than 70% of the phase 
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48 ooh Th 260 of advance from an October, 1956 in- 
| | | | termediate low. All in all, the market 

« | cH TTT 250 adjustment to higher money rates and 
| | M.W.S. 100 HIGH PRICE STOCKS | to doubts about the business outlook 

44 rilTTiTTtT | SCALE AT OWT TT | | 1§240 has been substantial, as also has been 
“ | toda | | s. | | 030 the correction of July over-valuation of 
I] | | d=, bon — Pega Pires It og ingpee to 

ttt oe ake note o at fact, and to avoi 

== | ™“ N mn swinging over belatedly to poten 
38 -W.S. 100 LOW PRICED STOCKS ——— | 210 bearishness at this stage yen thoug! 
com ge the rT ‘ Ss s stage, even though 
TT there is no evidence to justify a conten- 

36 a 1 A, 21 phat A Wa ie 1724 V7 Mn e Pon 200 tion that the maximum downswing has 


been seen. 
Business activity has been on a high 
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phetic significance for the 

economy. Time will tell, as fourth-quarter and early- 
1958 business prospects come into clearer focus. 
Meanwhile, it will be sensible, we think, to avoid 
jumping to dogmatic conclusions either way. 


Position Of Growth Stocks 


Relatively wide interim swings in popular growth 
stocks — and rotating stock-group leadership — have 
long been principal characteristics of this market. 
Already there have been percentage declines in many 
growth stocks ranging from twice to more than 
three times that by the industrial average. Examples 
include American Cyanamid, Eastman Kodak, Halli- 
burton, Minneapolis-Honeywell, Minnesota Mining 
& Mfg., National Lead, Outboard Marine, Pfizer, 
Schering and various others. But recent and earlier 
over-exploitation resulted in cumulative excess which 
can hardly be said to have been more than partly 
corrected at the lows to date. 


No Leadership Emerging 


Looking at the stock groups, one can see a basis, 
in lower earnings or orders or both, for pressure 
on a number, including air lines, coppers, appli- 
ances, machine tools and paper, among others. There 
are a number of defensive-type stock groups which 
co not appear subject to much change from present 
levels. What can not be seen is where strong, fresh 
upside leadership might emerge: the kind of leader- 
ship that the market had earlier, for example, from 
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the oil and drug groups. 

In market sentiment there has been a marked 
shift from emphasis on inflation to conjecture about 
business prospects. It not due to any decisive 
change for the worse in the business statistics. Prob- 
ably it is due largely to the publicly reiterated de- 
termination of the monetary authorities to continue 
a restrictive credit policy until inflation is checked: 
and to Administration support of the anti-inflation 
policy by continuing cutbacks and stretch-outs in 
defense procurement. In the past, official credit re- 
striction has always eventually proved effective, 
usually with a considerable time lag. 

Assuming that it will do so in the present in- 
stance, no strong rise in business activity is likely 
in the fourth quarter or in 1958. The alternatives 
are: (1) Continuation for a time of about the pres- 
ent level of production; and (2) at least a moderate 
business recession later on. The expected fourth- 
quarter pickup may be no more than mere seasonal 
expansion of automobile output. Total sales of retail 
stores have edged up modestly in recent months, in 
partial reflection of increased personal income and 
with the gain partly due to higher prices. However, 
sales of consumer durable goods have continued to 
lag, resulting in keeping the rate of personal savings 
at the highest level in some time. The capital goods 
boom is levelling out, and the trend of new orders 
has for some time been indicative of some dip ahead 
in heavy-industry activity. As an offset to the latter, 
much depends on whether we get significantly in- 
creased 1958 automobile (Please turn to page 746) 
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AWFUL PROBLEM 


of OVERLAPPING TAXES 


Federal — State — Local 


By JAMES BUTLER 


In the past five years there has been more 
intense effort than ever before to re-align tax areas, 
and responsibilities, between Federal and State Gov- 
ernments—but in the same period White House pro- 
posals for Federal aid-to-states doubled! 

President Eisenhower took the leadership, at this 
year’s Governors’ Conference, to bring about redis- 
tribution along lines more clearly to delineate the 
zones of activity of Federal and State Government, 
appointing a Commission which went promptly to 
work on it. 

And the new Secretary of the Treasury, Robert 
Anderson, by his attendance at the first meeting of 
the group, at Hershey, Pa., moved the subject to 
top priority on his list of things to be done. 

Yet, in spite of these and other seemingly favor- 
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able signs, it’s hard to find anyone in an informed 
position in the Capital who believes the declared 
goals will be approached, let alone attained. 

The reasons are numerous, and interlarded into 
one another. In any one of several combinations, 
they can defeat the move. They range all the way 
from political patronage, to constitutional restric 
tions, to plain inability on the part of many states 
to assume the money responsibilities that go with 
“state’s rights.” 

With further respect to the last-named of these 
problems, it is unlikely that the states and their 
sub-divisions will find enough cushion between pres- 
ent bonded indebtedness and statutory limits, to take 
on vast new projects or promptly assume costly un- 
dertakings financed wholly or in part by the Treas- 
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ury. This is ad- 

ditional reason 

why the discus- 

sions must be 

taken to look to 

a future devel- 

opment rather 

than to contem- 

plate abrupt 

changes in 

Federal-State 
jurisdictions. 

The cost of 

servicing the 

national debt 

will be a large 

item for many 

years, Even if 

ideal distribu- 

tion of public 

functions were 

to be worked 

out overnight, 

the readjustment of tax 

areas would trail: sources 

the states and cities will need 

must be committed to pay- 

ment of the national debt in 

many maturity years ahead. 

Before the advent of the 

New Deal and its welfare 

and alphabetical agencies, 

state and city debt just about 

matched the national debt. 

Today the proportions are 

nearer to 85 per cent nation- 






al, 15 per cent state and 
, local. 
4 When Secretary Anderson and other members of 
the President’s commission met with the Governors 
Hershey they reached what both emphasize is 
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“initial” (not “tentative’”) agreement on sources 
Washington might relinquish to the states and cities. 
The list generally accords with the proposals of the 
U.S. Chamber of Commerce, discussed below. Major 
item should be local collection of telephone tax, $370 
millions on the basis of this year’s estimates and 
growing $30 millions annually, The other taxes ini- 
tially marked for relinquishment and to establish 
methodology for the changeover, aggregate $172 
millions a year—a starting total of $542 millions. 

In at least 13 major fields of Federal taxation 
there is overlap in which the Federal and the State 
or Municipal Governments levy on the same tax- 
ables. In the last fiscal year, the Federal Govern- 
ment collected $72,159 millions on this basis and 
states collected $14,644 millions; in fiscal 1955, mu- 
\icipalities collected $11,888 million. 

Included was about $53,000 millions in individual 
nd corporate income tax which Washington obvi- 
usly will not give up in any redistribution; also 
here were state collections of sales taxes of about 
58,000 million and property taxes of $10,000 million 
he cities and states aren’t going to forego. 


Revisions Needed in Collection of Excise Taxes 


Some areas are out of consideration as bargain- 
ng points: federal customs, local automobile licens- 
ing. 

1957 
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So the issue resolves itself mainly into a ques- 
tion of who should collect excises on motor fuel, al- 
coholic beverages, tobacco products, and some other 
selective sales taxes. Already all three governments 
—Federal, State, Municipal, take their toll. Excise 
tax is one of the areas of duplication in which 
Washington gets the lion’s share, States and cities 
covet these sources; say they could carry on most 
of the projects now financed by Federal-aid, if they 
could get their hands on that money. 

Alcoholic beverages, for example: Federal collec- 
tions in 1956 fiscal year were $2,868 millions, against 
$542 millions for states and $20 millions for cities. 

Tobacco: Federal, $1,613 million; state, $513 mil- 
lion; cities, $49 million. 

States fare best in the gasoline tax department, 
collecting (in 1956) $2,683 million. But the Federal 
tax collector took more than $1 billion from the same 
source. Cities levied and collected $22 million. 

If the Federal Government were to abandon these 
sources of taxation, the more obvious contributions 
by Washington to state and local operations could 
be taken care of at home. Federal payments to state 
and local governments are made principally through 
grants which require some matching expenditures 
by the other units of government, Additional pay- 
ments are made in the form of shared revenue and 
loans. 

In the fiscal year 1958, Federal aid to state and 
local governments is expected to be about 7 per cent 
of the Federal Government’s total payments to the 
public from budget and trust funds. 


Where Federal Aid Goes 


More than 60 per cent of the Federal grants to 
states and local cities will be made for two programs 
—public assistance and highways. Federal-aid high- 
way grants also account for almost one-half of the 
estimated $1 billion increase in the total Federa! 
aid spending from 1957 to 1958. Another $100 mil- 
lion of this increase results from the recent legis- 
lation which reduced the state share in the match 
ing formulas used for public assistance grants. 

During the current fiscal year, despite Congres- 
sional rejection of the school program, Washington 
will send $185 millions to state houses and city halls 
The money is for schools in areas where Federal 
activities have greatly burdened school facilities and 
operations. 

The welfare state idea runs deep into existing 
inter-government relationships. For instance, the 
Department of Agriculture doesn’t deal only with 
farmers: it makes payments and grants-in-aid to 
schools, welfare departments, and other public agen- 
cies, partly in the form of surplus agricultural com- 
modities. 

Gross expenditures for grants and loans for low- 
cost housing, urban renewal, college dormitories, and 
community facilities will run to $683 million in the 
current fiscal year. This will be partly offset by 
collections of $406 millions from earlier loans. 

The Commission on Intergovernmental Relations 
has proposed that the Federal Government make 
payments in lieu of taxes to local governments in 
areas where recent Federal acquisition of industrial 
and commercial property has created uncue fiscal! 
difficulties. Ike is on record in favor. 

This suggests, but falls far short of describing, 
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the scope of Federal intrusion into purely local func- 
tions. When President Eisenhower spoke to the Gov- 
ernors Conference at Williamsburg, Va., he men- 
tioned there are many functions now performed by 
Washington that could better be handled by the 
states. He was suggesting that the states assume 
more of the responsibilities that are rightfully theirs 
and, at the same time, that they should channel into 
their own treasuries some of the money that now 
goes to Washington. Ike was on safe ground. No 
one quarrels with the premise; no one has come 
forward with a formula. 

Some of the Governors and their legislatures are 
on record as willing to try. But whenever an aid 
bill is before Congress their full steam backs its 
approval. 

Many of the roadblocks on the highway that go 
back to clearly differentiated state vs. federal func- 
tion, are made in Washington. Bureaus beget bu- 
reaus and the established large and powerful Fed- 
eral bureaucracy fights to the death to maintain 
itself in power, Programs that were instituted as 
emergency programs 20 years or more ago are still 
on the books, although the emergencies have passed. 
Much of the fault lies with Congress: political power 
goes with development and maintenance of the bu- 
reaus and the projects concerned. But the outside 
pressure groups are the most potent; they have 
their pet projects and bureaus which they regard 
possessively. It goes without saying that it is easier 
to lobby and pressure one Congress in Washington 
than to lobby and pressure 48 state legislatures and 
their governors. 


State Approval of New Federal Grants Suggested 


Solution calls for the impossible: a holiday for 
politics. Congress must take the first step but the 
process has to be a gradual one, working conceiv- 
ably through the recently appointed President’s Fed- 
eral-State Joint Action Committee. Several U. S. 
Senators are jointly sponsoring a resolution to make 
a start: it would require that any committee con- 
sidering a bill calling for new or modified Fed- 
eral grants-in-aid to the states, ascertain from the 
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Governors and the legislative officers of the 48 
states, their respective opinions as to (1) whether 
such federal aid is necessary because the particular 
service, function, or activity is essentia! and the 
states are unable to finance it, and (2) whether the 
states favor such aid being made available to them 
Following receipt of such advise and counsel, the 
committee would be empowered to report the bill *o 
Congress including a review containing the replies 
received from the states. 

It requires more than passage of a bill or execu- 
tion of formal documents to put an end to a pra:- 
tice as deep-rooted as Federal spending for non- 
Federal activities. Take public works for examp):. 
Construction for the Federal Government accoun's 
for about 7.5 per cent of all new construction n 
the United States. Public works of the state and loc il 
governments carried on with aid from the Federvl 
government represent another 5.5 per cent. 

New Federal-aid highways will be the largest «f 
the civil public works programs in fiscal 1958 bit 
continued work on water resource development an | 
other projects loom large. 

Difficulty with one large class of expensive wor!s 
—highways, water developments, bridges and som:2 
others—is that the construction and/or the opere- 
tion is interstate in character. The job becomes moie 
than a single state can handle financially, or shoul] 
be expected to handle; and crossing a state lin: 
brings the commerce clause of the U. S. Constitu- 
tion into play. In such situations, state compacts 
may be entered into between states, with approv:.l 
of Congress. Port authorities are an example of the 
type of operation states can handle by compact witt - 
out calling for Federal funds and inviting Federal! 
control. An interstate highway or a bridge spanning 
a navigable stream and linking two states creates 
a situation in which Federal money and jurisdiction 
enters although the physical structures, the termi- 
nals, are on state land. One more thing for whicl 
Treasury revenues are essential, one 
ing of the field of possible Federal taxing relin 
quishments! 


The Growth in Federal “Tax Take” 


The imbalances and the results of obliteration of 
governmental responsibility are graphically illus- 
trated in a study of the distribution of federal, state 
and local government tax receipts since the turn of 
the century. As growth of paternalism grew in 
Washington, and local communities sloughed off nor- 
mal municipal activity, the Federal Treasury took 
more and more of the tax dollar; over the half- 
century period the sharings were almost exactly 
reversed. 

For example, in 1902, the tax dollar divided this 
way: Federal, 37.5¢; state, 11.3¢; local, 51.2¢. 

By 1952, the feder: al government was taking 75.5 
cents, the state had been reduced to 13.3 cents, and 
the local share was 11.2 cents. 


Later, a slight trend in the opposite direction 
appears. See accompanying Table on page 728. 


In the 50-year evolution from 1902 to 1952, per 
capita payments experienced drastic changes: in 
1902, each person paid on a per capita basis, a 
total of $17.75 of which the Federal government 
received $6.66, the state received $2.02, and the 
local government, because it met most of the citi- 
zen’s needs, received $9.07. In 1952, the figures go- 
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ing into a $552.40 per capita total were: Federal, 
$416.66; state, $74; local $61.74. The disparity has 
increased in about the same proportion since 1952. 
To illustrate how Federal tax receipts grew 
with expanding Federal responsibilities since the 
beginning of this century, Federal tax receipts in- 
creased about 14-fold while local taxes were dou- 
bling. 
Low deep a cut taxes have made into the net 
nat onal product is made quite clear in a recent 
stu ly indicating that all taxes took 10.7% of the 
192) net national product; in 1955 the percentage 
wa’ 27.1 per cent. In those years the net national 
luct grew from $95,819 millions to $359,522 mil- 


r 
fio 3. And these were the years which marked, first 
the gradual, then the precipitate, move enlarging 
the Federal share of the tax dollar, concurrently 
ma king a rejection by states and cities of their 
no’ mal municipal functioins. 


e-alignment is one of President Eisenhower’s 
un ackled “first order of business items” reported 
to Congress in his initial message on the State of 
the Union. He said then: 

Che present division of activities between Fed- 
er! and State Governments, including their local 
su divisions, is the product of more than a century 
an. a half of piecemeal and often haphazard growth. 
Ths growth in recent decades has proceeded at a 
sp-ed defying order and efficiency. One program 
af er another has been launched to meet emergen- 


cies and expanding public needs. Time has rarely 
been taken for thoughtful attention to the effects 
of these actions on the basic structure of our Fed- 
eral-State system of government.” 

None of the study groups or individuals who have 
wrestled with the problem suggests that complete 
separation of all functions of government between 
federal and state is possible, practicable, or even 
desirable. But all agree that the present eminence 
of the United States in world leadership and diplo- 
macy requires concentration apart from purely mu- 
nicipal affairs. 


Cause of Increase in Overlapping Levies 


The overlap through the years and more parti- 
cularly in recent times can be traced to new inter- 
pretations, in Congress and in the Supreme Court. 
The Constitutional mandate to “promote the gen- 
eral welfare” has been strained to sustain much of 
the welfare legislation; broadened court decisions 
on what constituted “interstate commerce” has ob- 
literated basic and long observed lines of demarca- 
tion. 

In the 1920’s, U. S. Treasury direct grants to the 
states hovered around the $100 million-a-year mark 
and were confined to about 10 functions. About 75 
per cent of this went to highways considered to be 
touched with a Federal interest because they were 
part of a growing (Please turn to page 728) 


A RECORD FOR THE LATEST YEAR AVAILABLE 
OF GOVERNMENT REVENUE AND EXPENDITURES 





Fig. 2--GOVERNMENTAL REVENUE 
IN 1955 


(Excluding intergovernmental amounts) 


Billions of dollars 


0 10 20 30 





Tax Revenge 














Individual income 


Corporation income 


Sales, gross re- 
ceipts, and customs 


Property 











Charges and 
miscel | aneous 


Insurance trust 


Utility and 
liquor store 
. 




















Federal 

















Fig. 3--GOVERNMENTAL EXPENDITURE 
BY FUNCTION IN 1955 
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EDITOR’S NOTE: 


This feature is of timely impor- 
tance as World Currency Reval- 
vation will be the main topic of 
discussion at the International 
Monetary Fund Meeting in 
Washington from September 
23rd to 27th. For further discus- 
sion of the various countries in- 
volved plus additional points 
on the French and German situ- 
ation, see ‘Financial-Economic 
Trouble Spots Around the 
World”, beginning on page 703. 








What is Back of FRENCH — GERMAN 


CURRENCY MOVES? 


By JOHN 


The French currency devaluation of August 
llth made headlines throughout the world. But to 
those familiar with the European economic scene it 
hardly came as a surprise. It was only the logical 
sequence of internal and external events in France 
which had been in the making for well over a year. 
As such it was predicted several months ago by this 
magazine. 

Since the end of 1955, France’s imports have been 
growing, her exports have been declining, her re- 
serves have been falling and her production costs 
have been increasing. For a while, France was able 
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to get along quite well on the healthy savings she 
had piled up during her several fat years prior to 
1956. In addition, her hard currency reserves were 
being replenished by U.S. defense expenditures in 
France within the NATO framework. 

However, by spring of this year, it had become 
clear to all observers that France’s foreign economic 
troubles were not temporary but stemmed from 
what economists call a “permanent disequilibrium’”’. 
The only way to remedy such a situation is by re- 
establishing a new equilibrium, based on a more 
realistic exchange rate between the unbalanced 
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Trade Surpluses and Deficits of the German Federal Republic 
in relation to Countries of the E. P. U. Area’ )* ) 
(In millions of German Marks) 
Country or Group Net Balance of Trade Country or Group Net Balance of Trade 
of Countries 1953 1954 1955 1956 of Countries 1953 1954 1955 1956 

Austria 232 446 + 640 608 Sweden + 327 + 559 663 613 
Belgium-Luxemburg 248 + 485 + 247 + 752 Switzerland + 470 469 + 407 + 631 
Denmark 350 + 428 + 142 + 161 Turkey + 125 ' 53 + 226 + 125 
France (including Saar) + §2 168 405 + 337 Indonesia 313 233 + 71 + 18 
Greece + 26 + 89 + 69 + 138 Sudan 56 25 13 36 
Italy + 496 + 504 + 423 + 458 United Kingdom 520 667 1,502 1,368 
Netherlands + 387 + 304 + 198 + 660 Other Sterling Countries -— 15 t 91 948 +-1,238 
Norway + 335 + 327 + 255 + 458 

Portugal + 36 + 138 + 164 + 215 E.P.U. Area Total +-2,210 + 2,800 +-2,532 +5,108 

1) Exports according to buying countries; imports according to selling countries. —~) Including overseas territories. 
= einai 





© country and the rest of the world. 


French Devaluation Only Partly Effective 


a 


This is exactly what M. Felix Gaillard, France’s 
aynamic young finance minister has attempted to 
do. The only question—and it is a major question—is 
whether he has really gone far enough in his action. 
Contrary to most newspaper headlines, the franc 
was not actually devalued, except for tourists and 
certain other transactions. As far as the country’s 
foreign trade is concerned, about 40 percent of all 
imports (most fuels and basic raw materials) will 
continue to be imported as before, at the rate of 
350 frances to the dollar. For the other 60 percent a 
20 percent surtax has been established which will 
in effect amount to an increase in the exchange rate. 
However, since some surtax existed already before 
the recent “devaluation” the real effect of the new 
tax on imports will be equivalent to a devaluation 
of only about 15 percent. The same applies to 
» French exports. The 20 percent surtax collected on 
' imports will be used to give a 20 percent subsidy to 
} all exporters, thus making their goods that much 

cheaper in international trade. However, here again, 





the existence of a small previous subsidy reduces 
the actual effect of the new action to no more than 
15 percent. 

Why has M. Gaillard chosen these indirect means 
to reduce the value of his currency, instead of de- 
valuing it outright? One reason is that he wanted 
to avoid the drawbacks incidental to all devalua- 
tions, namely an inflationary increase in the cost of 
all imports. Unfortunately, in order to do this he 
has taken France down the road of multiple ex- 
change rates and trade subsidies, just at the time 
when the Common Market, which is to do away with 
all such discriminations, is being ratified. Those who 
hope for greater freedom of exchange between the 
countries of Europe are bound to regard this as a 
step in the wrong direction. 


France's Position at the Forthcoming IMF Meeting 


But an even more important reason for his action 
is the meeting of the International Monetary Fund 
in Washington on September 23-27. The French 
Finance Minister is trying to go to that meeting 
with at least a semblance that the old franc parity 
is still standing and (Please turn to page 740) 
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By HAROLD M. EDELSTEIN 


emerges from total second quarter earnings reports 
continues the same trends we discerned in our analy- 
sis of the first 150 statements that appeared in Part 
I of this study in our August 3rd issue. 

| What pleased us greatly was the accuracy of our 
conclusions from only a limited sampling, and ar- 
rived at before full and complete reports were avail- 
able. 

On balance, sales are up for the majority of com- 
panies in most industrial groups, but the number 
of companies able to translate the increase into 
better earnings just about equals those which fell 
behind last year’s second quarter. The stand-off 
provides an amazingly accurate picture of overall 
economic activity, and offers some real clues to the 
direction business activity will take in the latter 
part of the year, as well as the outlook for many 
individual companies. 

That the economy is still rolling along at an ex- 
ceptionally high level is apparent, since total profits 
for the second quarter ran about 3° ahead of the 
same period last year, but there is an indication of 
slowdown in the fact that the gain for the quarter 
is only about half as good as the advance for the 
full first half. The difference is explained, of course, 
by the exceptionally fine showing made by the oil, 
steel, machinery, automotive parts and electrical 
equipment industries in the opening quarter of the 
year. 

But what is particularly important is the diver- 
gent earnings patterns for individual companies that 


| I is interesting to note that the picture which 
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are showing up within specific industries. Company 
fortunes are varying much more sharply than at 
any time in the recent past, and in most instances 
it is the larger, more efficient firms that are carry- 
ing the ball, while the marginal companies are fall- 
ing further behind. 

Illustrations can be found in almost every indus- 
try, but the relative position of the dominant versus 
the marginal units is perhaps best demonstrated in 
the still depressed textile group. There, Celanese 
Corporation, although still primarily a textile pro- 
ducer is making excellent strides in the chemical 
and plastics fields. A first quarter sales decline was 
reversed in the second three months and revenues 
advanced to $48.4 million from $45.9 million a year 
earlier. Margins slipped a bit, but earnings were 
unchanged from the 26¢ per share a year earlier, 
which must have pleased the company’s manage- 
ment. 

But Bigelow-Sanford, a major carpet manufac- 
turer, trapped in one of the most depressed seg- 
ments of a totally depressed industry, pinpoints the 
plight of the smaller units in the field. The company 
lacks the diversification of Celanese, and is subject 
to varying fluctuations that characterize the indus- 
try in which it operates. 

Sales dropped 14% from last year’s second quar- 
ter, to $18.2 million, but with cost relatively rigid, 
net income plummeted to 27¢ per share from 84¢ i1 
the second quarter of 1956. 

In general, the better performance records of the 
larger companies at this time is due to a number 
of individual reasons, such as their base of opera- 
tions, their inter-industrial character, technological 
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research and financial advantages. For example, in | 


the building materials field where earnings were 
particularly mixed, National Lead, one of the nation’s 


THE MAGAZINE OF WALL STREET 





eric 


eric 


> > > PP YP 


veric 
Arneric 
A mete 
Bendix 
B geloy 
Burrow 
Caterp 
Celane 
rro ¢ 
icag 
Coca-€ 
Colum! 
own 
Curtiss 
lectri 
Fibreb 
ood | 
Fruehe 
Gener 
jeorg 
ingers 
intern 
intern 
Lily-Te 
Link-B 
Minne 
Mons 
Natio 
Natio 
Natio 
Olin | 
Panh« 
Phelp 
Pitney 
Pittste 
Repul 
Rober 
Shell 
Squar 
Stand 
Stauf 
Sterli: 
Sunb 
Unior 
Yale 


Zenit 








AuUGU 

















Net Net Net Net Net Net Net Net Net 
Sales Profit Per Soles Profit Per Sales Profit Per 
(Millions) Margin Share (Mitlions) Margin Shere (Millions) Margin Share 
Aluminium Ltd. $110.7 10.4% $0.39 $122.8 12.1% $0.50 $122.5 11.7% $0.48 
Amerada Petroleum 28.7 24.0 1.09 32.7 26.7 1.39 24.4 24.3 93 
American Brake Shoe 51.0 5.7 1.99 48.4 5.1 1.83 48.9 5.4 2.18 
American Machine & Fdry. 66.9 3.7 75 58.9 5.8 1.06 47.0 4.0 66 
American Smelt. & Refining 121.5 4.2 78 144.3 5.7 1.35 140.5 7.5 1.79 
American Tobacco 270.3 47 1.87 245.2 4.1 1.43 274.1 48 1.93 
A-mstrong Cork 63.4 5.1 .63 60.9 47 55 61.7 5.1 .60 1 
Bendix Aviation 194.7 3.6 1.40 185.4 3.7 1.38 149.1 3.4 1.08 
B gelow-Sanford Carpet 18.2 1.6 27 20.7 2.0 38 21.6 4.1 84 
Burroughs Corp. 68.8 3.7 43 68.0 47 53 66.6 5.0 56 
Caterpillar Tractor 185.3 6.8 1.40 186.6 7.8 1.60 183.8 8.5 1.74 
Celanese Corp. of Amer. 48.4 5.5 .26 46.8 6.2 30 45.9 5.9 .26 
rro de Pasco 20.8 3.3 40 19.2 5.9 66 17.7 7.4 80 
Chicago Pneumatic Tool 22.8 117 63 22.7 13.5 72 21.4 Wg 60 
Coca-Cola 46.3 20.0 2.19 34.6 15.2 1.24 43.7 20.5 2.11 
Columbia Broadcasting System 90.8 46 56 95.9 6.1 77 85.8 1.0 JW 
Crown Zellerbach 116.6 8.0 65 110.7 8.5 .66 115.3 11.6 90 
a. ~ = 
Curtiss Wright 165.9 6.4 1.42 147.4 6.7 1.30 146.5 76 1.53 
lectric Storage Battery 24.0 3.6 .80 25.0 2.6 59 23.5 3.0 74 
fibreboard Paper Products 30.7 3.2 61 30.1 3.2 .60 32.5 5.4 1.15 
pany Food Machinery & Chemical 85.1 6.0 1.51 78.4 5.0 1.15 82.9 6.2 1.58 
n at Fruehauf Trailer 61.1 1.3 12 59.6 2.3 20 77.4 3.4 43 | 
neces General Dynamics 391.4 2.4 1.21 334.6 2.6 1.13 240.9 2.8 9 | 
irry- Georgia-Pacific Corp. 39.0 5.9 n 34.5 5.5 60 23.0 7.4 68 
fall- Ingersoll-Rand 1.53 1.48 1.51 
dus- International Nickel 113.5 19.4 1.51 109.9 21.3 1.61 114.3 22.0 1.69 
rsus international Paper 244.6 7.8 1.55 238.1 7.7 1.49 248.5 9.6 1.96 | 
d in Lily-Tulip Cup 23.2 9.3 1.37 17.6 6.8 76 20.6 9.3 1.23 | 
nese Link-Belt 45.2 6.3 1.54 417 6.1 1.37 42.3 67 1.56 | 
he Minnesota Mining & Mfg. 92.1 10.9 60 89.4 10.9 58 78.7 11.5 54 | 
was Monsanto Chemical 145.8 7.2 50 151.2 7.6 54 139.6 76 49 | 
nues National Biscuit 105.7 5.0 16 102.0 46 68 100.9 47 6 | 
year National Lead 133.8 11.4 1.27 147.9 99 1.22 145.9 10.5 1.29 
vere National Steel 166.4 7.5 1.70 176.8 76 1.82 177.0 8.3 2.01 | 
_ Olin Mathieson 153.3 6.9 72 135.4 7.3 75 155.7 7.4 87 
Panhandle East. Pipe Line 28.7 14.8 62 31.2 18.0 82 27.0 15.1 59 
fac- Phelps Dodge 77.4 16.3 1.25 83.5 17.8 1.47 124.4 20.6 2.53 
seg- Pitney Bowes 11.0 8.6 71 11.3 8.4 71 10.3 8.9 70 
the Pittston Co. 57.6 3.7 1.72 93.9 2.6 2.06 49.3 1.6 84 
_— Republic Steel 338.2 7.3 1.60 354.4 79 1.81 351.4 75 ul 
8 Robertshaw-Fulton Controls 18.3 6.3 vA) 19.6 7.0 84 17.6 5.8 69 
Shell Oil 437.7 77 1.12 467.2 8.8 1.37 394.1 8.7 1.14 
lar- Square D Co. 25.7 7.5 38 25.1 10.0 49 25.1 11.0 55 
gid, Standard Brands 126.1 2.6 95 129.3 2.7 1.05 111.2 2.7 89 
do Stauffer Chemical 42.2 95 1.17 37.0 8.1 90 42.7 9.4 1.17 
the Sterling Drug 45.3 8.7 50 49.3 97 61 43.6 8.9 50 
ber Sunbeam Corp. 26.4 7.0 60 23.7 9.8 73 25.7 6.0 58 
ra- Union Carbide 339.0 10.0 1.13 351.3 10.1 1.18 319.6 11.0 1.17 
Ica Yale & Towne Mfg. 33.2 3.6 54 32.5 46 70 31.0 42 70 
Bow Zenith Radio 29.8 2.5 1.52 36.6 45 3.35 27.4 2.5 1.42 
yn’s u —— — ] 
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Quarterly Sales, Profit Margins and Earnings of Selected Companies 
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100 largest corporations was able to better its earn- 
ings despite an 8% drop in sales. Second quarter 
revenues were $133.8 million against last year’s 
$146 million, but earnings edged slightly ahead to 
$15.4 million from $15.3 million last year, Per share 
net, reflecting) adjustments was off 2¢ per share to 
$1.27, but the gain in net income in the face of de- 
clining sales speaks well for the company’s high 
level of efficiency and special type of diversification. 

On the other hand, take Fibreboard Paper Products, 
an aggressive, well run smaller company. From 1954 
through 1956 earnings almost tripled from $1.30 
per share to $3.80, while National Lead was scoring 
a lower percentage gain, excellent though it was, 
rising from $3.05 per share in 1954 to $5.23 in 
1956—but this year Fibreboard is suffering typical 
smaller company difficulties. Sales eased a moderate 
6% to $30.7 million, but net income tumbled 47% 
to 61¢ per share from last year’s $1.15. 


Some Questions Concerning Profits 


When the economy is booming along and com- 
panies are adding one new profit high after another, 
there is little incentive for subjecting corporate 
profits to microscopic study. But as the boom begins 
to flatten out it becomes important to look not only 
at profits but also at the various components of 
earnings to see if there are factors which are mak- 
ing comparisons look particularly favorable or un- 
favorable. 

Inventory policy and the methods used for evalu- 
ating stocks on hand is one of the most important 
components to check carefully, for the treatment of 
inventories can tend to smooth out profits for many 
companies that might otherwise be showing poorer 
results. This is particularly important today, for if 
the inventory buildup noticed in the second quarter 
GNP figures is in fact, a backing up of finished prod- 
ucts, then many companies will be faced with the 
problem of whether to value these stocks at cost or 
probable market price. The most conservative firms, 
and this includes most of the larger ones will use 
the “lower of cost or market” method, absorbing the 
losses as the market drops. But those using less con- 
ervative methods may be showing profits that can 
be translated into greater losses in the future, if 
there is no sharp pickup in overall] demand later on 
in the year. Undoubtedly many firms are counting 
on just this pickup, but if it doesn’t materialize, 
losses that belong in the second quarter may show 
up in fourth quarter adjustments, causing unlooked 
for declines in total profits for the year. 

Another factor that is undoubtedly keeping re- 
ported profits higher for a number of companies is 
the radically changing depreciation patterns con- 
nected with the rapid amortization programs al- 
lowed by the government in recent years. Those 
companies that were granted certificates of neces- 
sity earlier have by now written off a goodly por- 
tion of their new facilities—and in many cases the 
increase in reported earnings may reflect nothing 
more than the decrease in depreciation charges 
against earnings. 

The same is true, but to a lesser degree, for those 
who without certificates had to wait until the 1954 
enabling legislation to effect fast write offs. With 
three vears now behind them, the arithmetic of the 
depreviation schedules is beginning to catch up, 
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leaving the lion’s share of the benefits in the past. | 

With the whole rapid amortization program due to 
end in 1959, those companies that have not taken im. 
mediate steps to replace facilities already written off, 
may find themselves with higher earning and tax 
liabilities at the very time when overall business ac. 
tivity is slackening off. 

Interim statements, unfortunately, do not gener. 
ally offer enough information for evaluating these 
factors, making it all the more important to do so 
when year end statements are finally released. How. 
ever, it should be emphasized that neither of these 
factors will bother investors too much if business 
stages a sharp upswing in the latter half of the year) 
and in the opening months of 1958. But if it fails 
to surge, many firms may find themselves loaced 
with high priced inventories in addition to excess 
productive capacity. 


Overcapacity in Industry 
So far, however, only a few industries are suffer- 
ing any severe effects from overcapacity, but in 
these the impact is heavy. The paper and meal 
groups are currently two of the three most ce- 
pressed industries in the economy, that we saw ir 


the making and called attention to for some tine} 


back, Both are temporarily overloaded. 


In the non-ferrous metals group, this overcap: + 


ity has been accompanied by a sharp drop in many 
metal prices and a doubtful price structure for 
others. On the extreme end of the scale, Phelps Dodge 
throws the plight of the copper producers into sharp 
focus. Despite its reputation for operational effi- 
ciency, sales spilled to $77 million in this year’s 
second quarter from $124 million a year earlier 
Profit margins narrowed from last year’s high ley- 
els and net income tumbled to $1.25 per share from 
$2.53 in the second quarter of 1956. 

Similarly, American Smelting & Refining, one of the 
industry’s principal smelters, reflected general metal 
market conditions in its sharp earnings decline t 
78¢ per share from $1.79 a year earlier. 

The aluminum producers also had their profit mar- 
gin troubles despite a stable price level. Aluminium, 
Ltd., scored a sharp gain in this year’s first quarter 
over the depressed first quarter of 1956, but the 
company was not able to carry the advances through 
the second three month period. Sales figures have 
not been released, but the tale is told in the 25% 
drop in per share net of 39¢ per share from 48¢ last 
year. This may be temporary,—and depends on 
whether the industry can maintain the recent one 
cent per pound price increase. 


Most Industries Not Depressed 


The paper industry is in roughly the same boat. 
although price declines have not been as deep as in 
the metal trades. International Paper, by far the larg- 
est member of the industry, continued production 
at high levels during the second quarter, but per- 
centage of capacity operations declined. Prices gen- 
erally remained firm but sales eased to $482.8 mil- 
lion for the half from $491.1 million in the first half 
of 1956. The small 2% decline in sales however, 
in combination with higher costs resulted in a drop 
in net earnings to $3.04 per share from $3.86 in 
last year’s first half. This is one of the strongest 
and best managed companies in the country. 
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Unlike those mentioned, however, most industries 
are not depressed. They are just not progressing as 
fast as they were in the recent past, and the bless- 
ings of prosperity are not being spread as evenly 
among all members of an industry. The keen com- 
petitive struggle is taking its toll and will probably 
become more severe in the future, especially in those 
industries where the near term outlook is not as 
gooi aS present operating and profit levels might 
indicate. In the machinery and tool sector, for ex- 
ample, companies are generally doing well now, but 
the mpact of declining orders is still to be felt. Still, 
there are companies whose outlook is better than 
average for their industry. 

Anerican Machine & Foundry finds its backlog of 
ord: rs climbing while most of the industry is de- 
clinsng. Now active in atomic energy, liquified pet- 
role:im products and electronics, the company seems 
to have stabilized its sales base. Furthermore the 
rap. 1 growth of its automatic pinspotting machines 
for »owling alleys contributes important rental rev- 

The rise in second quarter earnings to 75« 
share from 66¢ not nearly as significant as 
yasically stable outlook for the balance of the 


pe? is 
the 


vex 





, milarly, the automotive parts industry may be 
jin r some radical changes before the year is out. 
With most of the auto companies retooling for new 
gro els, business is good now, but many of the firms 
. ' diversified heavily into the aircraft compo- 
5 s field. Since the government’s aircraft procure- 
t cutbacks the future for many firms more 
Jimportant than current earnings. 
"enitie Aviation continued its excellent year to 
jyear growth with sales climbing to $195 million for 
gin period from just under $150 million last year. 
Profit margins widened slightly and net income 
jumped to $1.40 per share from $1.08 in last year’s 
second quarter. But with aircraft curtailment now 
a reality, the near term outlook has changed from 
clear to cloudy. 
Electric Storage Battery remains closely tied to the 
jautomotive industry, however, and should continue 
‘to do well as long as Chrysler does. In the second 
quarter, profit margins widened for the company 
translating a small sales gain to better earnings 
progress. Net per share reac*ed 80¢ from last year’s 
74¢ level and 59¢ in the first quarter of this year. 
The future must remain in doubt, however, until 
Chrysler demonstrates that it can hold the gains 
it made this year. 

As pointed out in Part I of this report, other 
industries that are showing up well also have their 
worries for the balance of the year. The oi's have 
their import problems, the steels the question of 
auto industry demand and the electrical equipments 
have their concern with a continued high level of 
capital expenditures. 


is 








Diverse Earnings Within An Industry 


Similarly, the outlook is mixed for industries with 
just average performances so far this year. The 
chemical industry turned around slightly in the sec- 
on quarter, but results are still not spectacular, 
and company reports are highly mixed. Union Car- 
bide, one of the majors in the field scored a $20 mil- 
lion sales advance over last year’s second quarter, 
but earnings declined slightly to $1.13 per share 
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against $1.17 last year. Monsanto Chemical, on the 
other hand, translated a small sales gain into a mod- 
erate one cent increase over last year’s 49¢ per share 
earnings —and Stauffer Chemical managed to hold 
both sales and earnings on a par with last year’s 
levels. 

With prices stabilized now and some chances 
for increases later in the year, full year results for 
most chemical companies should compare favorably, 
or at worst just slightly below last year’s figures. 

Whether the same will hold true for the electrical 
equipment producers is more doubtful. Both GE and 
Westinghouse are performing well, but patterns are 
highly mixed in the rest of the industry. 

Square D, a leading maker of control devices 
held its sales relatively stable, but start up costs of 
new plants cut heavily into profit margins, drop- 
ping earnings to 38¢ per share from 55¢ in the 1956 
second quarter. Robertshaw-Fulton, however, without 
extraordinary expenses working against it, was able 
to show a small earnings advance from 69¢ last year 
to 71¢ in the quarter just ended, on sales of $18.3 
million compared with $17.6 million last year—show- 
ing up today’s narrowing range of profit. 

With so much of the industry’s business tied to 
industrial and utility expansion, the balance of the 
vear is still clouded, however. Nevertheless, as a 
group, final results should not differ much from last 
year. 


Specialties Also Mixed 


As if to mirror the general mixed state of the 
economy, specialty companies provide as divergent 
trends as every other segment. 

Fruehauf Trailer stil] shows no signs of recovering 
from the precipitous earnings drop that set in about 
a year and a half ago. Sales dropped again to $61.1 
million from $77.4 million last year, and earnings 
sank to their lowest level in many years at 12¢ per 
share against 43¢ last year. With little chance of 
sharp earnings recovery in the near future the com- 
pany’s $1.40 per share dividend must be considered 
in doubt. 

Food Machinery & Chemical, a leading manufac- 
turer of packaging machinery fits well within the 
“sales-up profits-down” category. Sales were $85.1 
million in this year’s second quarter against $82.9 
a year earlier, but narrower margins in the chemical 
division and "delays in some of its modernization 
programs reduced earnings to $1.51 per share from 
$1.58 last year. 

Minnesota Mining, however, continued its consist- 
ent quarter to quarter upward performance. Sales 
climbed healthily to $92.1 million from $78.7 million 
in last year’s second quarter, and earnings afcer 
heavy research and —— development costs ad- 
vanced to 60¢ per share from 54¢ in the second 1956 
period. This stock which fluctuated between 58 and 
101 this year is still selling at a very high price 
earnings ratio. 

A number of improved reports are also found 
among the coal producers, although the heavy for- 
eign demand has diminished from the feverish pitch 
of a few months ago. Island Creek Coal, the nation’s 
third largest producer of bituminous coal continued 
its upward sales and earnings trend. Sales climbed 


moderately to $31.8 million from $29 million a year 
ago, and net income 
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Inside 
Washington 





NATIONALIZATION of industry is taking another 
beating on the record of performance. As part of 
the program of the Labour Government, England 
set up the British Transportation Commission, a 
government operation. It is a monopoly, of course; 
it cannot point to destructive competition. But offi- 





WASHINGTON SEES: 


Relationships that existed between the White 
House and Congress in this year’s session have 
underscored the un-wisdom of artificial limits on 
the tenure of the Presidency. Congress many 
years ago abandoned the “lame duck” session— 
which ran three months after each biennial elec- 
tion and included many Congressmen who had 
been defeated but enjoyed all the rights and 
powers of office until their successors took over, 
on March 4. They had lost influence, were un- 
wanted by any bloc seeking insurance of par- 
manency, almost inevitably turned obstructionist, 
and certainly slowed the wheels of Government. 

The Constitutional Amendment which placed a 
two-term limit on Presidential service makes a re- 
elected President a lame duck from the second 
term’s beginning. Congressmen are aware that 
a record of consistent support for a departing 
President isn’t a salable item at the voting 
booths; for example, Ike will not be running in 
1960, his Administration and its objectives—its 
score-card—will be history. So the incentive to 
form and hold a solid phalanyx for legislative 
purposes is gone. 

The legislative program suffered both in quality 
and in quantity. President Eisenhower was forced 
to shift position with such frequency and abrupt- 
ness, that the session wound up with republicans 
frantically seeking coalition with democrats to 
try to get something, anything, done. In the 
process, the White House was ignored. 











By “VERITAS” 


cial records just released show that one-third of 
the traffic carried by the Commission is losing 
money. There is no prospect of improvement; the 
deficit operation is charged up to lack of know-how, 
rather than to the costs of changeover. While there 
is a strong movement for return to private enter- 
prise, Labour doesn’t want to give up. 


“MOST CONSERVATIVE” is the classification given by 
his colleagues to Rep. Ralph Gwinn of Westchester 
County, New York, who has a long record of service 
that stamps him as the member farthest from the 
left. This worries organized labor because Gwinn 
becomes ranking member of the House Labor Com- 
mittee when Rep. Sam McConnell of Pennsylvania 
resigns next month, Chairman if the GOP takes 
control of the House in 1958. He’s against minimum! 


wage laws, Social Security, the school construction? 


bill and described Federal-aid to States as a “fraudj 
upon the taxpayers.” 


LABOR RACKETEERING—Actually organized labor has 
less to worry about from Representative Ralph 
Gwinn than they have from Hoffa and his coterie 
of henchmen, who are mulcting the worker through 
a technique of robbery that includes every known 
means. And what is more, these depredations have 
a chain effect by causing workers to pay higher 
prices for the goods they need and higher taxes 
because everything the government buys costs them 
more dollars every year. 
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WARNING that most American cities will be forced 
to ban downtown curb parking within the next 16 
years, comes out of a survey by the National Park 
ing Association. The report, which is likely to give 
jitters to department store operators, cites that the 
country now has 61 million cars on the road and the 
number will be 85 million by 1966. Stricter enforce 
ment of parking time limits is booming the parking 
lot business: it was rated at $1 billion in 1946; nov 
the investment is estimated at $4.5 billion. 
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> Reviewing the events of the 1957 Congressional 
session it is difficult to determine the pattern of control 








that will emerge although there are convincing signs of 








changes in the offing. Votes on civil rights, 
bill, and foreign aid, are most significant. Northwestern 
democratic liberals appeared to be in close alliance 
with southern democrats on civil rights -- a combination 
hard to understand initially. When a bloc of democrats 
from below the Mason Dixon strip joined with their new- 
found allies in voting for the Hells Canyon Dam, 
the hearts of the northwestern democrats, explanation 
seemed to be suggested. But there was vigorous denial of a 
"deal"; in fact both groups seem to protest too much! 


the school 


close to 








If there is a mutuality coming into being (the 
word fea” is resented), a coalition the am three 











il rights bills and in return received 
port for more conservative labor, 
fare, and economic measures. President 
enhower's school bill was killed ona 
ion to strike out the enacting clause 
scores of republicans joined the demo- 
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tofore, republicans from the north helped the “south block 


if what they are proposing does not have the 





effect, and purpose, of leveling down or 
rolling readjustment. Senator Robert Kerr 
of Oklahoma has bluntly put the question -=- 
so bluntly that it rings more of a charge 
than an inguiry. But he would -- no man in 




















p. Howard Smith's motion. That's a tie-in 





that cut acroSs party labels and deep- 
rooted ideologies. 








» Senator Lyndon Johnson has mas- 


Congress is more politically ambitious. 





p It is certain that mild drop in 
employment figures is not worrying Labor 
Secretary James P. Mitchell. Nor is it 
wrinkling Ike's brow. He has been turned 




















terminded a new coalition but there is some 
doubt as to whether there is sufficient 
cohesive to hold it together. He withheld 
the jury trial amendment of the civil rights 
bill. When it was a take-it-or-leave-it 
decision, Johnson found a new coalition of 
southern democrats, the northwest liberals, 
some republican arch conservatives of the 
Goldwater and Capehart stripe, ready to 
take it. AS a strategist, Senator Johnson 
has no peer in Congress. And with Senator 
Knowland, minority leader, casting his 
political eye in other directions, it's 
just barely possible the Texas Senator may 
hold the new combine together. If he can, he 
will emerge as a most potent figure on 
Capitol Hill. 





























: . The latest anti-Ike "line" is 
that he wants a national recession, a charge 
that is not worthy of such sophisticated 
inguisitors. Senate Finance Committee 
members have been throwing questions at 
Administration witnesses which seem to have 
no other logical objective. "Recession" is 
avoided in the conversations, but the 
Treasury and Agency people are being asked 

















down flatly by both management and labor on 
his suggestion that they mark time on price 
and wage increases =-avoluntary adjustment 
to prevent trouble. The threat of unemploy- 
ment has been effective in other years in 
achieving that goal. 

















» One of the most amazing incidents 
in modern legislative history was scurrilous 
accusation by Senator Kerr against the 
President, that he is without intelligence 
on Federal fiscal matters. Only Senator 
Capehart (who isn't picked for the party's 
big defense jobs) had the spirit to reply. 
Everyone else was too shocked. Senator Kerr 
apparently chose to tag the President with 
Senator Harry F. Byrd's comments in the 
monetary hearings, when he said: "During 
these Finance Committee hearings, we've 
done our best to show what the Administra=- 
tion planners are actually doing. If they 
continue the present high interest, hard 
money, tight credit policies, a recession 
and mass unemployment will be inevitable." 
But no alternative was forthcoming from 
Senator Kerr. Labor newspapers have been 
devoting columns to Kerr. And they reach 15 
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million readers! 





A new reason has been found for 
delaying action on Federal legislation: 
the Members of Congress are too “unstrung” 
to tackle the job. This is the analysis ofa 
veteran observer, Speaker Sam Rayburn, who 
was explaining why the natural-gas bill 
won't be taken up until sometime next year. 
Rayburn favors the bill, but realizes it is 
a controversial bit -- and “unstrung" seems 














they are short of money that can be allocated 
to these purposes. So it is proposed that 

a bureau be established with a $500 million 
working fund and authority to borrow $2 j 
billions additionally. It would buy loco- 
motives and cars and lease them to the rail- 
roads at rates that would make the program 
self liquidating. The bill remains with the 
House Commerce Committee during the ad- 

journment period, ready to be taken up in 











to be a handy diagnosis of Capitol Hill vote 
weakness. Sponsors are interposing no 
objections although exuding confidence the 
measure will pass early in 1958 and get 
Ike's signature. The legislation is on the 
House side; it squeaked through Committee 
and polls indicate the vote would be close 
if it came to the floor. 











» Out of the cement strike has come 
a new "first": the cement union for the 
first time is making substantially the same 
demand on every company in the industry, 
without regard for differences in local 
business operations. This is called 
"pattern" bargaining. Its results may in- 
clude chasing small firms out of the 
business. This is called "pattern" 
bargaining. Certain to follow is an increase 
in costs of many types of construction. If 
employers were to use precisely the same 
tactics of combination that the union is 
invoking, they would be guilty of violating 
the antitrust laws. But the unions have a 
free hand to combine, provided they do not 
work in concert with management or any other 
non-labor group. The guarantee is contained 
in the Norris-LaGuardia Act of 1932. 



































» The plan of 54 Eastern railroads 
to create a new Federal bureau to go into 
the railroad locomotive and freight car 














leasing it to the carriers, isn't a dead 
issue. It had little attention from Congress 
this year. A score of years ago it might 
not be given a second thought ; in fact it is 
doubtful that the railroads would have 
brcached that subject. They wouldn't want 
"government interference" to such an 
extent. But now the question is not of free 
enterprise versus government meddling but 
one of economics == sound economics, the 
railroads believe. 











The carriers are short of essen- 
tial equipment for planned expansion because 
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» Railroads have consistently 
crusaded against government subsidies to 
carriers. The trucking industry, barge and 
airlines, they have complained have had a 
government crutch over the years, making 
competition uneven. To ask now that Federal 
money ease the operational pains of the 
rails seems something of a reversal of 
policy. But its demonstrable that the lines 
can operate ina much more favorable climate 
if they can modernize and enlarge their 
services. Impression in transportation 
circles here (ICC and the appropriate conm- 
mittees of Congress) is that an easier plan 
for acquiring rolling stock is but one of 
a package of cures, other elements of which # 
are realistic freight and passenger rates, 
and a new look by the taxing authorities. 
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A chorus of criticism, chiefly 
from democrats, greeted the FHA action 
authorizing an increase in the interest rate | 
on FHA-insured mortgaves, althourh there 
was general approval of inauguration of the 
lower down-payment schedule. Chairmen 
of the housing sub-committees in both 
branches took pot shots at the interest 
increase. In the House, Rep. Albert Rains, 
Alabama democrat, charged that the Ad- 
ministration acted to benefit "the big 
banking interests" and suggested Congress 
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should restudy the FHA program with the _ | 

thought of imposing a lower interest { T 
ceiling. p the wo 
} not set 

es not co 

» Senator John J. Sparkman, Ala- Rather 

bama, said the higher interest rate will | the Fr 
give lenders an additional $500 million | a 
a year, and that it will offset the value | truth | 
of the reduction in down-payment. Admin- Jj has se 
istration supporters took the opposite | dwindl 
tack. "If you're going to be able to g Precar! 
borrow money, the rate's got to be real- st 
istic," said Rep. Charles Halleck, | nesia, 
republican whip in the House. are no 
THE MAGAZINE OF WALL STREET) AUGU: 





-™ 


: 





REE! 





Financial-Economic Trouble Spots 


—AROUND THE WORLD 



































By DR. A. W. ZANZI 


There are many Government officiais around 
the world today who devoutly hove that Paris does 
not set the fashion trend this year. These men are 
not concerned with rising or falling hem lines. 
Rather they are preoccupied by the possibility that 
the French devaluation of the Franc may set off a 
round of competitive exchange depreciation such as 
followed the British action in 1949. For the sorry 
truth is that France is not the only country who 
has seen her gold and foreign exchange reserves 
dwindle into insignificance. Other nations have been 
precariously perched on the edge of devaluation and 
needed only the example of France’s leadership to 


; encourage them to take a similar leap. India, Indo- 


nesia, Japan, the Philippines, Turkey and Bolivia 
are now among the leading candidates for a chilling 
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plunge into the often dubious theraveutic waters of 
exchange devaluation, 

With the exception of West Germany, most of the 
industrialized countries of Western Europe have 
experienced a sharp decline in their gold and dollar 
assets during the first six months of 1957. France, 
Italy, Belgium, Luxembourg, the Netherlands and 
Switzerland all have suffered substantial losses this 
year. In large measure this drain is attributable to 
larger imports of dollar oil and coal caused by 
closure of the Suez canal. In addition, landed costs 
of all imports increased as a result of higher ocean 
freight rates. Moreover, the unabated economic boom 
in Europe intensified the demand for raw and semi- 
finished materials, much of it for stockpiling. 
Finally, half hearted measures designed to restrain 
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inflationary pressures have 
resulted only in an inten- 
sification of the problem and 
in adverse trade balances. In 
all instances, however, the 
basic cause of financial strain 
and inflation is the ever-in- 
creasing energy deficit of 
Europe and the efforts made 
to close the gap. 


France at the Crossroads 


France’s position is partic- 
ularly precarious. Because 
of her prominent role in 
the European economy and 
her leadership in the Coal- 
Steel Community and the 
European Common Market, 
France’s attempts to extri- 
cate herself from a long-postponed crisis will be 
closely and anxiously watched by the western world. 
For there is much more at stake than the successful 
bridging of a temporary economic crisis. France’s 
very status as a major power is now in the balance. 
Until recently Paris had been able to stave off 
devaluation without affecting the necessary basic 
reforms in the French economy. But the approach 
of a crisis was signaled last February when the 
French had to start drawing against their standby 
credit of $262 million with the International Mone- 
tary Fund. And now that practically every device 
has been exhausted, the time has come when France 
must enact those measures which, while austere and 
unpalatable, are necessary to put her in good shape. 
These include balancing the budget, stiffening credit 
controls, slashing imports and adopting commercial 
and fiscal reforms which will make French goods 
more competitive abroad. 

Unfortunately, it seems likely at this time that 
French politicians once again will shrink from such 
moves. Even a complete, across-the-board devalua- 
tion in the near future will not eliminate the need 
for attacking the root cause of France’s economic 
woes. But drastic remedies are politically inexpedi- 
ent. For these would demand effective restraints on 
money, wages and costs, reduction of Government 
expenditures and higher taxes. These prescriptions 
are manifestly not congenial to men seeking re-elec- 
tion. Nor are they particularly easy to fulfill in a 
country with a strong labor movement jealously 
guarding its inalienable right to periodic wage in- 
creases. Even now France’s unions are preparing 
for a round of wage demands, Moreover, many of 
the social benefits financed by budgetary allocations 
would be endangered by the requisite reforms. 

There is also risk that too much confidence may 
be placed in remedial measures not suited to the 
circumstances or requiring protracted application. 
For example it is claimed that devaluation will curb 
imports and stimulate the exports of the devaluing 
nation. The impression is thus created that by this 
magic instrumentality alone all will be made well. 
A more realistic appreciation would point out that 
exchange depreciation is only one of several steps 
required before the balance of payments is improved. 
It has already been suggested that the adoption of 
this solution should be recommended only if there 
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were sufficient flexibility in money costs and wag 
rates. The evidence would indicate that this is no 
the case in France. Moreover, major adjustment 
of balances of trade can be brought about wit 
relatively small changes in prices and costs only j 
the change in the price of imports relative to th 
price of competing home-produced goods causes ¢ 
substantial shift toward the domestic item, Again 
there is little in the nature of the French case 
suggest that sensitivities in demand to changes iy 
price are not very high. Nevertheless, the efficacy oj 
prices and costs in adjusting the balance of pay. 
ments would be immensely increased if there wer 
no licensing of imports and no tariff barriers abroad 
But this is patently not the case. If anything, restric. 
tionist practices are becoming more common ever 
day. 

Washington is not likely to provide the fund 
which Paris deems necessary until Finance Ministe 
Gaillard has offered concrete assurance that a long 
term program of sound financial reform will b 
undertaken with the unstinted backing of Fre ch 
people. Ironically, it may well yet turn out that 
Germany will prove France’s last financial bastion 
For there is an excellent prospect that West Cer 
many may supply a major portion of the funds 
for a large loan to France which is now being studie 
by the Organization for European Economic Cooper: 
ation. Short-term capital transfers offer little hope 
to France inasmuch as the recent experience with 
raising discount rates in Europe suggests tat 
money of this type is no longer very responsive te 
the magnet of higher interest rates. 


Germany, Fortress of Gold 


The weakening of the French franc has given 
renewed currency to the rumor that the German 
deutschemark will be revalued. Announcement of the 
limited devaluation of the franc sparked a heavy 
demand for the D-Mark and German financial mar 
kets were flooded by foreign capital. Currency ex- 
changes in Zurich also reported a very strong move) 
ment of speculative money toward the D-Mark) 
These developments have been inspired by the gen- 
eral conviction in European financial circles that) 
the French devaluation has made a general adjust 
ment of monetary relationships inevitable. Bonn’: 
strong financial position gives considerable authority 
to Economics Minister Erhard’s proposal for an 
international monetary conference to set a realistic 
value on currencies. It is possible that objections of 
other European nations to this conference may be 
appeased by introducing this topic at the forth 
coming annual meeting of the International Mone 
tary Fund in Washington, This suggests that the 
coming IMF meeting may be one of the most 
dramatic and most significant in that organiza 
tion’s brief history. 









Washington and London 
Viewpoints 








Two revaluation pro- 
posals are now under dis- 
cussion in Europe and 
these will in all likelihood 
be continued in Washing- 
ton. One plan calls for 
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This scheme also would 
drop value of French 
franc by another 10%, 
bringing the total decline 
to 30°7. The second sug- 
gestion would leave the 
hard currencies un- 

















> Welichanged at their present value, but would devalue 
broad§the pound by 10% and the French by 30%. Wash- 
estrit§ingion is reported to be in favor of the second 
ever formula but strong British opposition is expected 
to cefeat the measure. Germany also is a vigorous 
fund§ proponent of a currency union which would elimi- 
inistemnate all balance of payments problems among mem- 
. long bers of the European Common Market. But the time 
rill bis not yet rive for such radical and far-reaching 
‘reac schemes as this. 
t thai J: has been suggested that Germany might effect 
ishiongan .ppreciation of her currency to meet the situa- 
| Cer§tion created by her export boom. This is a matter 
fu ids which has received considerable attention lately in 
tudie@the press of various nations and which has drawn 
20Pers strong denials from Bonn. The reason the German 
- hopé§ Government has taken no such step is that an appre- 
/ WIthE ciation of the deutschemark would tend to eliminate 
_ thaiithe export surplus and might also engender an im- 
ive port surplus. But the most important consideration 
has been that the export boom was apparently to 


given not 
rmialy 


be of a temporary character requiring temporary 
expedients for its solution. Thus, the expedient of 
a general appreciation of German currency would 
be appropriate for the situation. German loans 


and concessions to struggling neighbors will be the 





of thf most likely expression of Bonn’s willingness to deal 


heavy 





isympathetically with the problems faced by France 


marand some other countries, largely as a result of Ger- 
y ex#many’s large export surplus with her European 
move) trading partners. 


Mark 
_ Switzerland, World Banker Short of Capital 
aly 
ljust} Swiss economic policy has been moving more and 


onn more toward checking excessive boom conditions and 
or lt/§ rising prices. Recent heavy losses in gold and foreign 
r al§exchange reserves have called attention to the fact 
Jisti(} that Swiss export prices are so high that only the 
ns Ofsuperb quality of Swiss industrial products and the 
iy béfexceptional success of Swiss industrial research 
orth§enables the country to export on the necessary scale. 
fone§ But the unabated upward trend of interest rates in 
t the§Switzerland has threatened to get out of hand, caus- 
most§ing considerable concern in Berne. The steady rise 
nizafin the cost of investment capital in Switzerland 
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Nbevan three years ago and has been fed since then 
sby a yearly succession of new peaks in the aggregate 
jamount spent on building construction. 

[he demand for capital to finance the construction 
}of hydroelectric power facilities in Switzerland is so 
great that there is a serious shortage of investment 
funds for other purposes. Furthermore, the aggres- 
sive efforts being made to develop power sources 
elsewhere in Europe, particularly in Austria, have 
placed almost impossible demands on available capi- 
tal resources. It seems likely that the ever growing 
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energy deficit of Europe will continue to pose a 
serious problem, barring an economic slowdown or 
outright industrial reversal on the continent. For 
this reason Swiss efforts will be focused on restrain- 
ing interest rates in order to mitigate their effect 
on the cost of living and thereby obviating demands 
for higher wages. 


Argentina, Land of Meat and No Power 


Argentina’s foreign exchange losses have reached 
a point where they threaten to aggravate the serious 
disequilibrium which has been evident in that coun- 
try for some time. The problem is the all-too-common 
one of over-zealous nationalistic ambitions crashing 
head-on into unyielding economic reality. Argen- 
tina’s basic trouble arises from a ten-year legacy 
of inadequate fuel, transport, power and other heavy 
industry facilities in relation to expanded consumer 
goods industries. Heavy imports of raw materials, 
fuel and equipment needed to keep industry hum- 
ming and thus prevent serious unemployment have 
seriously depleted the nation’s gold and foreign 
exchange assets. The most serious drain is attribut- 
able to the fact that Argentina must import virtually 
all of her petroleum requirements inasmuch as the 
development of local resources has been hampered 
by adamant insistence that domestic oil deposits 
must be developed by national interests with local 
capital. The latter is almost non-existent, while re- 
cent Argentina policy seems calculated to discourage 
foreign investment. 

Since the demand for oil imports is expected to 
continue increasing at a rapid pace, there appears 
to be little hope for an early reversal of Argentina’s 
unfavorable balance of payments position. Despite 
import restrictions and a $75 million credit from the 
International Monetary Fund, the trade deficit for 
1957 is expected to be at least $100 million. Large 
crops of exportable agricultural products expected 
this year will make little contribution toward re- 
dressing the country’s unfavorable trade balance 
inasmuch as they will meet with increasing competi- 
tion from other resources while internal transport 
and storage facilities are inadequate. 

Most analysts agree that the country’s only sal- 
vation lies in the expansion of her basic industries. 
It has been estimated that an investment of more 
than $2 billion will be required in the next three 
years merely to put Argentina’s obsolete industrial 
machinery and transport equipment back into effi- 
cient working condition. Normally even this would 
be a staggering task for a country with Argentina’s 
limited capital, exchange and technical resources. 
But Buenos Aires is at a further disadvantage in 
solving her investment problems because of popular 
sentiment against seeking the cooperation of foreign 
capital. The re- 
sults of the re- 
cent elections 
in Argentina 
are generally 
interpreted as 
openly reflect- 
ing this atti- 
tude. Although 
U.S. business- 
(Please turn 
to page 730) 


















SPECIAL Mid-Year Re-appraisal of the 


SPECTACULAR 


OIL INDUSTRY 


By ALEXANDER KENNEDY 


F.. most of America’s oil companies the first half 
of 1957 was highlighted by exceptionally fine earn- 
ings resulting from the abnormal supply and demand 
patterns that developed during the Suez affair. But 
for the balance of the year the industry’s fortunes 
will be tied more closely to the domestic scene, where 
once again the recurrent problem of oversupply is 
the most pressing matter the industry has to face. 

At the same time, however, a wary eye will be 
kept on the middle east, the area on which so much 
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of the industry’s future is dependent. For despite 
the fact that, periodically, petroleum product suppl) 


outruns current demand, it falls far short of meeting} 
the tremendous needs that can be easily projected 


for just a few years ahead. And although Americal 
reserves of the fuel, plus new sources in the process 
of development, assure us an adequate source of sup- 


ply for many years to come, it is the Middle East] 
that will provide the lion’s share of oil for the free 


world. And we can also expect that the major portion 
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of tre industry’s tremendous capital investment in 
petroleum will be poured into this area over the 


next few vears. 








of the line from the first to the second quarter. 

Secondly, storms, tornadoes and generally poorer 
driving weather during the major portion of the 
vear reduced motor fuel consumption in most areas 
in 




















The Oil Industry at Home of the country. The midwest farming regions, 
particular were hurt, with normal agricultural! 
§ The oil lift to Europe—which is now generally work suspended for extended periods. And even in 
Scon-eded to be one of the outstanding peacetime the Southwest, where normal seasonal fluctuations 
ach evements of U. S. industry, and ranks with the in usage are not so accentuated, the demand fell 
Ber in Airlift as one of the miracles of our time about 41,7. 
ere: ‘ed an above normal demand for U. S. crude Thirdly, abnormally high temperatures from 
oil .nd products during the first half of the vear, February through May substantially reduced the 
brinzing total demand for petroleum products to requirements for heating oil by an estimated 150,- 
an average of 9,881,- 000 barrels per day. 
8000 barrels daily — a EE — ee — And lastly, the an- 
fig . hich was Application of New Government Import Restriction ticipated surge in as- 
abe 6.9‘ ahead of Plan To Individual Companies phalt demand, due to 
last vear. Actually, de- jf} —— the projected multi- 
Smal for U. S. crude | THOUSANDS OF BARRELS DAILY billion dollar road 
}anc products increased |} peony = facets building program has 
gos 10,000 barrels per | hidees me Pl aan not materialized. Con- 
day in the first half of : tract delays, inability 
ithe vear for reasons aay IMPORTERS! of many of the states 
idircctly attributable aan — Ra Bs ae to meet their share of 
to ie Suez crisis. Sinclair Oil Corp. 746 62.2 12.4 the obligation, and 
luring the first Secony Mobil Oil Co. 78.9 67.1 118 poor weather condi- 
quarter the industry Standard Oil Co. (Colif.) 86.0 66.8 19.2 tions all held the pro- 
Bshipped oil out of the a om a a —. ny gram in abeyance, but 
Scoutry at the rate of Sulp-Tore! —T Tr —T in any event, for the 
about 940,000 barrels a first four months of 
; ; NEW IMPORTERS 
bday. and about a third iis Genin O08 Oo. 326 326 the vear asphalt de- 
of this was crude oil | Eastern States Petroleum Co. 18.3 18.3 mand actually showed 
exported to Europe to Gabriel Oil Co. 7.5 7.5 a 5! drop from a 
fll the gap left by the | — Northern Oil Co. 33.0 33.0 vear ago. 
: 4 nternational Refineries 10.9 10.9 
wit drawal of Middle Lakehead Pipeline Co. 0.3 03 
East supplies. How-  f] Lake Superior Oil Co. 5.0 5.0 Supply Factors 
ever, by the second Northwestern Rfg. Co. 10.0 10.0 
quarter, exports had ao Ce. 12.0 12.0 The supply-demand 
° ° ell Oil Co. 7.5 7.5 : 
declined considerably Standard Oil Co. (Ind.) a4 29.8 196 record since the be- 
hto a level of 607,000 Standard Oil Co. (Ohio) 8.2 8.2 ginning of the year 
Pbarrels per day, and Sun Oil Co. 58.4 50.4 8.0 shows that the indus- 
) with the effects of the Videwater Ol Co. 46 34.2 $0.4 try has been overpro- 
+ . Southwestern Oil & Rfg. Co 2.9 2.9 ae 
crisis virtually spent Sub-Total 3406 2626 78.0 ducing both crude and 
now, they should run Total Districts I-IV 970.7 755.7 2150 |f products. The Suez 
at the normal rate ol '—Inc'udes those companies whose 1954 imports into Districts |-IV Crisis and the oil lift 
approximately 360,- encseded 30 thousand barrels © day. brought some tempor- 
000 barrels per day, “Imports as reported to the ODM in July, 1957 ary relief from the 
through the second '—Recommended level 2nd Half 1957 and Ist Half 1958. oversupply, but even 
half. = = in February, when 
But the high level U.S. crude inventories 


of exports which is included in the total] demand 
figures, tends to mask a totally different domestic 
sales picture. Preliminary indications are that do- 
mestic demand increased less than 2‘: during the 
first half, or only half of the 4% generally antici- 
pated by the industry when it made its annual pre- 
dictions in January. 


Reasons for Lower Demand 


\ number of factors contributed to the reduced 
demand, although to begin with, demand during 


ithe first half of 1956 was unusually high (up 6.6% 


over the previous year) and some reduction in the 
rate of increase was to be expected. However, four 
other major factors adversely affected industry 
Sa ‘es, 

*irst, general industrial activity fell off about 
'2°. during the spring months, whereas most eco- 
nomic forecasters had anticipated at least a holding 
1957 
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were down to 250,000,000 barrels, the total stocks 
of major petroleum products were still 25,000,000 
barrels above the same period in 1956. And after 
the Suez Canal was reopened, the industry was still 
overstocked with motor fuel inventories being 
about 10,000,000 barrels above a vear ago. 

In recent weeks there has been some success in 
reducing the industry’s operating rates, but un- 
fortunately excesses carried over from 1956 have 
created problems that cannot be solved easily. Still, 
the supply situation is now moving in a more favor- 
able direction, although at least another three 
months will be required before the entire supply- 
demand relationship can be brought into balance. 


Domestic Demand for the Rest of the Year 
For the year as a whole, the industrvy’s strength 
should lie in the market for gasoline, distillate fuel 


oils, liquid petroleum gas and asphalt. The figures 
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for July look a little better than 
those of the previous few months, 
but still there is no indication 
that the rate of increase will pro- 
ceed beyond the normal rate to 
be expected. 

The introduction of new car 
models in the fall should get more 
cars on the road, and gasoline 
consumption may be about 4% 
higher than last year. Assuming 
normal weather and an increase 
of over 5% in the number of oil 
burners in use, distillate fuel oil 
is expected to show a 4.7% gain 


for the year as a whole. sf 

An abnormally warm spring ieeeS 
reduced the use of LPG for heat- —— 
ing purposes, and consumption 200% 


it I ca 








ae ees 


“at * Be > heat 





was further reduced when gen- 
erally unfavorable weather in the 
farm regions halted agricultural 





work and lowered tractor con- 
sumption. But for the year, de- 
mand for LPG is expected to rise 
about 6.1%. Furthermore in- 
creased demand for asphalt in 
the second half is expected to re- 





EE 





sult in a 2° increase for the en- BRAZIL 
tire year, despite the 5% loss 

in the first four months. Total lubricant demand, 
both automotive and industrial, should show an in- 


crease of about 1.7%. 
The Inventory Problem—and Imports 


But the industry’s problems basically have been 
—and are—more severe on the supply side than on 
the demand side. Furthermore, the industry can 
exercise a very definite effect on supply, whereas 
demand is a much more complicated factor not sub- 
ject to the whims or wishes of the industry. Thus, 
recently announced cutbacks in refinery runs indi- 
cate that a number of refiners are making a con- 
structive effort to cope with the oil product 
inventory problem. There has been some curtail- 
ment of crude production, as well, but this proved 
ineffectual in view of the heavy flow of oil from 
abroad. Therefore, at the end of July the President 
acting on a cabinet committee’s suggestion requested 
all oil importers to cutback their imports of foreign 
crude by 10% below the average imports for the 
years 1954 through 1956. This cut is to apply to 
the second half of 1957 and the first half of 1958— 
but Pacific Coast imports are to be excluded from 
the restrictions. The companies affected will be 
those that brought in 20,000 barrels and over of 
crude daily during 1954. Those who brought in less 
will still be able to bring in their scheduled imports, 
providing they are not greater than 12,000 barrels 
daily above their 1956 imports. The attached table 
shows the reduction from programmed crude im- 
ports for the last half of 1957 which each company 
is requested to make. 

As is to be expected, the President’s request, was 
tantamount to an order, since it carried behind it 
the implied threat that if the industry did not com- 
ply, the suggested cuts would be made mandatory. 
While the domestic companies welcomed the action, 
a number of the importers balked, for many of the 
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companies have been cooperating wtih the govern- 
ment in the last few years in holding down their 
imports, especially from the middle east. Now they 
find that new restrictions have been placed on top 
of the reduced import levels they imposed upon 
themselves. In effect, then, those companies that 
were cooperating with the administration before, 
are hit harder than those who were not cooperating 
at all. 

Nevertheless, despite a number of 
voices, the industry is expected to comply with the 
President’s request, since it recognizes the program 
as a lesser evil than direct government control to 
enforce a reduction in imports. 


Cabinet’s View on Imports 


It is interesting to note, that in making its deci-| 


sion, the President’s cabinet committee apparently 
rejected completely the argument that increased 
imports of oi] contribute to our national security by 


conserving America’s domestic resources. The com-f 


mittee took the other side of the coin as the more 
significant—that is, that the price level must be 
protected so as to encourage exploration for oil in 
the U. S., so that added reserves can be developed 
in case of a new national emergency. The committee 
was probably most impressed with the drop in the 
rate of exploration this year, despite the attractive 
tax advantages. 

Voluntary plans for reducing imports are not 
new and just how successful this new plan will be 
depends on the extent of compliance of various com- 
panies having special problems. Some of the unique 
aspects of this plan are the consideration given to 
the problems of companies who have recently en- 
tered the import field so that concessions to them 
were made at the expense of established importers 
—and that importers are permitted to import their 
oil from any foreign country that they choose. In 
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Oil and the Atom 


A partnership between oil and the 
atom is indicated by the bar charts. 
A rising need for electricity is accom- 
panied by a rising demand for oil. 












That 75%-25% Italian Proposal 


=NI is headed by Enrico 
Mattei, a particularly dynamic 
individual and known friend of 


Egypt’s Col. Nasser. Much pub- 
licity has recently been given to 
the 75%-25% deal he has signed 
with Iran, which makes it appear 
that the traditional 50-50 ar- 
rangement between the British, 
American and French companies 
and the nations in the area is in 
serious jeopardy. However, a 
closer scrutiny of the deal Mr. 
Mattei has made shows that this 
is not so. In the first place, under 
the proposed plan the National 
Iranian Oil] Company and ENI 
will be equal partners in the ex- 
ploration and development of oil 
reserves in specified areas, and 
each will put up 50% of the cap- 
ital required (whether NIOC will 
be obliged to put up 50% in cash 
or contribute the explored land 
as an investment has not been 
made clear). Under the proposed 
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this way, they themselves can act to placate the 
governments and not throw it into the lap of the 
State Department. 

Then there is the possibility that if domestic pro- 
ducers advance production enough to make up for 
the deficits, the effect will be to cancel out the ob- 
jectives of the restrictions. However, actually these 
Frestrictions are really a stop-gap to correct the 
i current situation and have no long-term significance, 
for it is well recognized that the nation’s require- 
jmente of imported oil between now and the middle 
'1960s are expected to increase threefold. And it is 
ifrom the middle east that most of this increase 
»must come. 





The Search for Oil 


Not long ago, Augustus Long, chief executive 
‘officer of the Texas Company, estimated that if the 
projected growth trends of free world use of oil 
hare correct, the industry will be required to invest 
}another $60 billion in the quest for new reserves 
during the next five years. It is well known that 
) the middle east representing about 75% of the free 
world’s total reserves, is today an extremely un- 
stable political area and the various factional dis- 
putes and sporadic intramural wars, added to con- 
tinuing Russian pressure to sink its teeth into one 
'of the most strategic areas in the world, are bound 
to cause oil investors more than the normal number 
of skipped heartbeats in any given year. Yet, here is 
; where a large portion of money will be spent while 
new areas are being probed. 

Che traditional dominance of middle eastern oil 
by British, American and French interests is being 
challenged by various countries lately—by Japan, 
who is seeking agreements with various middle 
eastern countries, and most importantly and sensa- 
tionally too, by the Ente Nazionale Idrocarbari 
(XNI), the State oil combine of Italy. 
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9 partnership plan, the government 
will take 50% of the profits, thus 
realizing the same 50% it obtains from its deals 
with the Consortium companies. And the other 50% 
naturally will be shared by NIOC and ENI, 25% 
going to the government controlled entity and 25% 
to the Italian company, in the same way that the 
profits would be distributed in any equal partner- 
ship. 

The American-British-French companies, on the 
other hand, put up the entire capital and take all 
the risks involved splitting 50-50 with the govern- 
ment. Quite different from the proposed Italian plan 
in which the financial risk is divided equally. (And, 
incidentally, Mr. Mattei’s proposal has yet to be 
ratified by the Iranian parliament). 

However, it is conceivable if the government of 
Iran agrees to the proposal and the experiment 
works out well, they could force the other companies 
to enter into similar agreements for further explor- 
ation and production. But, at the moment, there is 
no reason to suppose that the Consortium agree- 
ment in force since 1954 will be effected. Running 
for 25 years, it is renewable for three consecutive 
five year periods. 

In other middle eastern countries, there are no 
counterparts to the NIOC, and although it could 
be set up on paper, it could not be implemented, since 
most of the nations involved lack the personnel to 
place even a skeleton staff in such an operation. It 
is possible, of course, that the Middle Eastern coun- 
tries controlling the oil, using the ENI agreement 
as a wedge, could press for a higher percentage of 
the profits in the form of higher income taxes for 
the operating companies—a matter that is in the 
lap of the Gods. 


Russia and the Middle East 
Of great significance to the oil companies are the 
recurrent Russian power threats in the area, which 


cannot be underestimated. Aside from the obvious 
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Statistical Data on Leading Oil Companies 
——————Ist 6 Menths — ———— ——Full Yeor———— _ 
Net Sales Net Profit Margin Dividend Per Share 
1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Div 
| %, 1956 = 1957 s«(1955 1956 ‘1956 1957 1956-57 Price Yield | 
iene raen ante TENN - —— 
AMERADA PETROLEUM $ 53.3 $ 61.5 25.4% 25.4% $2.15 $2.48 $4.02 $4.20 $2.00 $2.00 147%2-91!2 119 1.6% | SHELL 
W.C. (mil.) ‘55—$41.7; '56—$46.9 w.c. ( 
ATLANTIC REFINING 275.1 3020 80 83 2.40 2.74 425 5.11 2.00 2.00 57%35% 47 42 | SINCL 
W.C. (mil.) ‘55—$93.4; ‘56—$723.5 wel 
CITIES SERVICE 4979 5475 61 66 3.01 3.52 488 6.03 2.40! 2.40! 73%-54 64 3.7 , 
W.C. (mil.) ‘55—$99.6; ‘56—$107.7 - 7 
CONTINENTAL OIL 285.2 3043 89 77 1.31 121 238 265 1.52 1.60 70%-47 56 2.9 
W.C. (mil.) ‘55—$106.0; ‘56—$106.7 socol 
—— — 7 - — . om WC. (1 
CREOLE PETROLEUM n.a. no. no. na. 204 286 3.78 434 375 425 % 66% 88 48 | 
W.C. (mil.) ‘55—$197.1; ‘56—$131.4 Sy ANE 
oon RR — —_— — ne ——— | wc. ( 
GETTY OiL 7.5 1.5 5.3 «11.2 26 £8 78 51 40 40 39%-16% 31 1.2 
W.C. (mil.) ‘55—$20.5; ‘56—$16.4 stage 
— SCOTTI cmenenmecsenneme oem Wc. (1 
GULF OIL 1,101.5 11,3336 128 i45 4.77 681 8.19 954 250! 250 152 -83% 130 1.9 _ 
W.C. (mil.) ‘55—$439.5; ‘56—$393.7 | crate 
8; JE enone aaa ammumemmmaa emma amma caattcieen eneemnemnae - - oranaacnad W.c. (1 
HUMBLE OIL & REF. 590.8 667.7 156 16.1 129 150 244 250 1.20 1.40 66 -54% 62 22 
W.C. (mil.) ‘55—$78.1; ‘56—$99.6 a 
STAND 
So re eee ieee ee ee ee an spt ‘ es w.c. (: 
IMPERIAL OIL 387.0 4369 87 86 1.13 120 2.08 2.20 1.20 1.20 64 -36% 53 22 ' ae 
W.C. (mil.) ‘55—$207.6; ‘56—$254.4 f 
bia alll. talc RO iam Ee Ra  e a sos ti en el - a F SUN ¢ 
= Se — TEE we. ¢ 
KERR-McGEE Oli IND. 64.52 75.32 5.22 7.12 1.55% 2.332 130 2.16 60 80 75%-42% 64 1.2 ¥ 
W.C. (mil.) ‘55—$13.4; ‘56—$20.3 ' 
a a i = Se cet — siete ™ —— i SUNRA 
c w.c. 
OHIO Oil 140.7 146.9 15.1 15.1 162 169 3.14 3.14 160 160 47%-335s 38 4.2 ' . 
W.C. (mil.) ‘55—$76.8; ‘56—$73.8 # 
ALES ai Aas i ES LE —- a Ed dt ot ___ JI} Texas 
: w.c. 
PHILLIPS PETROLEUM 507.9 5728 10.1 93 150 155 2.78 2.77 1.60 1.70 56%-39% 44 38 =o 
W.C. (mil.) ‘55—$138.8; ‘56—$173.7 " 
Pa ROS sdk ee a eiiaaiiamemielasadtaaiiaie pa pie _ : TEXAS 
PLYMOUTH OIL 53.0 629 80 7.0 175 1.78 2.83 3.22 1.60! 1.60 40%-30% 32 50 =? 
W.C. (mil.) ‘55—$19.2; ‘56—$17.2 - 
eeteiubabeelas i ea ieeast itis ee ee ee aah —— TEXAS 
PURE OIL 251.2 260.7 7.0 7.2 208 221 405 4.26 160 1.60 51%-37% 40 40 6 
W.C. (mil.) ‘55—$96.0; ‘56—$105.9 
TIDEW: 
RICHFIELD OIL 123.2 134.2 11.7 10.2 3.63 343 7.40 664 3.50 3.50 84%4-62% 73 47 W.C. (0 
W.C. (mil.) ‘55—$73.1; ‘56—$73.1 — 
UNION 
SEABOARD OIL 22.9 26.7 21.7 24.0 136 41.76 231 256 1.00 1.00 80%-52% 73 1.3 W.C. (* 
W.C. (mil.) ‘55—$10.6; ‘56—$10.9 - 
(W.C.)- 
| W.C.—Working capital. 1—Plus stock. n.a.—N 
n.a.—Not available. *—9 mos. March 31. 
| 
| 
ae a — ee = 
strategic importance of the Middle East and its on the revenues received from the pipeline, she is) watchir 
fabulous oil reserves there is Russia’s 300 year old unlikely to take steps that will cause her to again be a ser 
ambition to become a dominant factor in this area, undergo the hardships that were her lot during the 
as well as her trade needs for warm water ports Suez crisis when she sabotaged the pipeline. 
and tropical products. However, the aggressive managements of the oil we 
For that reason her recent coup in Syria takes companies have since Suez been actively planning Simil 
on significance, providing a base for Communist the construction of a pipeline from the Persian Gulf} concern 
power politics, as well as oil intrigue—for Syria is through Iraq, into Turkey, as an alternative to the | 80ns as 
the possessor of the most important pipeline system Syrian facilities. But the political intrigue in that | ©!! rese! 
in the Middle East. This makes a Communist regime area is such that Iraq is reluctant, in the belief} ful wel 
in that country a matter of great concern to the that much of its well being depends on maintaining | 2©t see 
major oil producers. good relations with Syria. section 
However, since the Syrian economy relies heavily In any event, the Syrian situation will bear close | °! facti 
AuGUS 
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Statistical Data on Leading Oil Companies (Continued ) 
Ist 6 Months Full Year 
Net Sales Net Profit Margin Dividend Per Share Div 
1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Yield 
—{Millions} % %, 1956 1957 1955 1956 1956 1957 1956-57 Price 3% 
SHELL OIL $794.9 $9025 87% 83% $2.29 $2.49 $4.14 $4.49 $2.00' $2.00 9312-5642 85 2.3% 
W.C. (mil.) ‘55—$231.2; ‘56—$287.2 
SINCLAIR OIL 596.7 6459 7.5 6.9 3.10 2.93 5.68 5.98 3.00 3.00 72%4-54% 59 5.0 
W C. (mil.) ‘55—$231.7; ‘56—$311.9 
SKELLY OIL 124.8 132.4 12.4 15.0 2.70 3.47 5.61 5.93 1.80 1.80 80-52% 68 2.46 
WC. (mil.) ‘55—$49.9; ‘56—$59.7 | 
SOCONY-MOBIL 1,323.3 n.a. 9.3 n.a. 2.84 2.81 4.76 5.70 2.50! 2.50 66 -47%s 57 43 
W C. (mil.) ‘55—$580.5; ‘56—$590.3 
| 
S’ANDARD OJL CALIF. 686.2 835.5 17.7 16.2 1.93 2.16 3.66 4.24 1.65 1.80 597-43'4 54 3.3 
WC. (mil.) ‘55—$283.2; ‘56—$308.5 | 
: - 
STANDARD OIL IND. 937.9 1,038.8 8.0 7.9 2.24 2.33 4.75 4.22 1.40” 1.40 65 -48'2 49 2.8 
W.C. (mil.) ‘55—$478.7; ‘56—$460.1 
S'ANDARD OIL N. J. n.a. na. na. n.a. 2.00 2.35 3.61 4.11 2.10 2.20 68'2-47%% 62 3.5 
w.C. (mil.) ‘55—$1,642.4; ‘56—$1,650.1 
STANDARD OIL OHIO 180.7 193.2 7.4 6.5 2.71 2.53 4.61 5.35 2.47' 250 62%-39% 52 48 
W.C. (mil.) ‘55—$63.4; ‘56—$54.0 
SUN OIL 350.4 400.9 7.1 6.2 2.48 2.34 4.72 5.22 1.00! 1.00! 82 -70\% 73. =««13 
W.C. (mil.) ‘SS5—$78.5; ‘56—$98.6 
SUNRAY—MID-CONT. 165.5 177.7 13.3 18.9 1.23 1.85 2.27 2.41 1.20! 1.32 30'8-225s 25 5.2 | 
w.C. (mil.) ‘55—$84.2; ‘56—$83.2 
TEXAS CO. 964.5 1,199.4 143 13.7 2.52 3.01 4.79 5.51 2.35 2.45 76'2-53"s 71 3.4 
W.C. (mil.) ‘S5—$538.6; ‘56—$598.5 
TEXAS GULF PROD. 8.3 n.o. 38.4 n.a. 81 95 1.72 1.46 60! 60 $51 -32 3% (18 
W.C. (mil.) ‘55—$5.1; ‘56—$6.8 
TEXAS PAC. COAL & Oll 11.8 12.9 31.9 30.7 1.05 1.10 2.22 2.01 1.00 1.00 4552-33 33. (3.0 | 
W.C. (mil.) ‘55—$6.1; ‘56—$6.4 
TIDEWATER OJL 131.7° 157.2% 68° 7.2% 88° 88 3.03 2.90 4734-32's 34 
W.C. (mil.) ‘55—$90.0; ‘56—$124.4 | 
- inne ae. | 
UNION OIL OF CALIF. 192.0 219.0 7.0 7.6 1.77 2.17 4.12 4.45 2.40 2.40 655s-S5I% 54 4.4 
W.C. (mil.) ‘55—$88.3; ‘56—$158.5 
= 
(W.C.)—Werking capital. \—Plus stock. ‘Paid 5% stock 
n.a.—Not available. -—Thus for in 1957. '—Ist Quarter 
$—Plus 1/65 sh. $.0.N.J. stock. 




















watching, since a full-fledged Soviet satellite could 
be a serious disrupting influence in the Middle East. 


The Battle for Oman 


Similarly, the recent strife in Oman is cause for 
concern in the industry, as much for strategic rea- 
sons as for the disposition of the area’s possible 
oi! reserves. Cities Service has drilled some success- 
ful wells in the Dhofar region, but so far it does 
not seem to be as prolific as some of the other 
section of the east. Nevertheless, the recent flare-up 
of factional rivalry between the Imam and the Sul- 
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tan, which became a cause celebve when the British 
used their colonial troops to suppress one faction, 
points up the strategic importance of the area. King 
Ibn Saud is obviously straining to maintain his 
power position and wants a hand in the potential 
oil in Oman, but both the British and the oil com- 
panies are more concerned with the fact that who- 
ever controls Oman, controls the flow of maritime 
traffic into and out of the Persian Gulf—a vital sea- 
way in oil industry economics. 

There can be no gainsaying the worrisome as- 
pects of the middle east, but the oil companies have 
developed considerable (Please turn to page 742) 
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FIRST HAND FACTS ON 
ORDERS for AIRCRAFTS and MISSILES 


By ALLEN M. SMYTHE 


Over one year ago an eager Congress added 
$900 million to the full budget request for national 
defense. It was earmarked for extra-B-52 heavy 
bombers, their aerial tankers, and military research. 
Secretary Charles E. Wilson announced that this 
extra amount was not needed and would not be used. 

This year shortly after the budget message in 
January, Congress, ever responsive to public opinion, 
began to investigate “the duplication and extrava- 
gance” of the Pentagon. Five separate committees 
have done a good job of suggesting policies for 
economy and military efficiency. 

The final amount for defense funds agreed upon 
in Congress was $33.7 billion. The original budget 
request was $36.1 billion. Of this amount the Air 
Force was allowed $5,386 million for procurement 
and $680 million for research and development. The 
Navy received $1,837 million for aircraft and missiles 
and $505 million for research. The Army received 
$400 million for research. 

Last Spring the Administration became alarmed 
at the increasing costs of military hardware and 
reports from Treasury experts that military ex- 
penditures would cause the nation to reach the stat- 
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utory debt limit of $275 billion within six months. § ¥°' 
| Philco | 


A year ago at the beginning of fiscal 1957, it was 
estimated that the annual expenditures would be 
$36 billion. Actual spending for fiscal 1957 was $38.2 
billion and the rate of expenditure in the last few 
months was over $40 billion. Over six billion was 
spent on airframes and nearly two billion each on 
aircraft engines and missiles. Research and develop- 
ment accounted for $1.7 billion. 

At Cabinet level the decision was made to stay 
within the present debt limit rather than ask Con- 
gress to increase it. To do so, Secretary Wilson must 
reduce both military and civilian personnel 5 to 10 
per cent, overhead and construction by 10 to 20 per 
cent, and military hardware expenditures by one 
to one and a half billion. 

As a partial.justification of the military cutbacks, 
Mr. Wilson has stated that the international situa- 
tion “is not as tough as it was a year ago”. He 
promised to make all reductions as painless as pos- 
sible and to watch for economic dislocation in local 
areas, but also said “more bad news is coming”’. 

As a last major administration act of his regime 
before his successor, Neil H, McElroy takes complete 
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cost 
Cancellation of the huge 
C-132 Douglas transport 
fol! »wed. 

Syending kept rising. 
It takes real administra- 


Stive effort, political 
| courage, and presidential 


backing to hold military 


» ex; enses down when the 
' three services have been 


geared for increasing 


l outlays. And, what was 





| dent 
' to take further action to 
' cut procurement. A num- 
} ber of guided missiles in 


needed was at least a ten 
per cent overall reduc- 
tion. 

ecretary Wilson, with 
the full support of Presi- 
Eisenhower, began 


the development stage 


' were quietly dropped. A 


}number in the produc- 


- 


me 





) tion stage were held up 


“awaiting an improved 
model’. Among these 
were the Convair Terrier, 
the Bendix Talos, the 


|; Martin Matador, the 
' Vought Regulus, the 


Douglas Nike, and the 
Philco Sidewinder, These 
delays have not only 
meant better weapons 
and reduced current ex- 
penditures, but often also 
a lower unit price. 

The Navy has cancelled 


two types of carrier aircraft built by Douglas. The 
Air Force has held up production of the Lockheed 
F-104 and the Republic F-105 fighter aircraft “for 
further testing and improvement”. Stretch-outs have 
been ordered in the Air Force McDonnell F-101, the 
Convair F-102 and F-106 and the Navy Vought F8U 


—all fighter aircraft. 


Production on the Douglas C-133 transport has 
been cut in half. The Jupiter 1500 mile ballistic 
missile is being “consolidated” with the Thor built 


by Douglas. 


The cancellation of the Navaho intercontinental 
“airbreathing” missile caused dismissals of over 
10,000 employees at the North American Aviation 
factory in Downey, California and a loss of business 
to 2600 suppliers. According to one Pentagon fiscal 
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charge, Secretary Wilson is giving personal atten- 
tion to all cutbacks. 100,000 military personnel will 
be released by January 1, 
250,000 by next July. 20,000 civilian workers are 
being released by the Air Force and 18,000 by the 
Navy with more to follow after the first of the year. 
Many construction projects have been eliminated. 
The earliest effort to economize was the reduction 
of the ceiling of 20 B-52 heavy bombers and 20 KC- 
135 aerial tankers to 15 per month. Both are built 
by Boeing who had planned to reach the original 
ceilings this winter. Next followed the elimination 
of tactical bombers in the development stage. This 
Martin and Douglas much future business. 


1958 and 200,000 or 


bomber. 

















The Aircraft Industry 


EMPLOYMENT 
(Thousands of Employees) 


Other 
Aircraft 
Average Air- Pro- and 
for year frame Engine pellers Equipment Total 
1939 45.1 11.3 na. n.a. 63.2 
1944 815.5 339.7 n.a. n.a. 1,296.6 
1949 175.3 53.5 8.2 27.0 264.1 
1953 472.4 174.7 17.7 114.2 779.0 
1956 499.1 165.6 16.9 132.8 814.4 
1957! 553.9 183.0 20.6 148.3 905.8 
SALES AND EARNINGS 
All Mfg 
12 Major Airframe Companies Ind. Profit 
Net Sales Net Profits Profit to Sales to Sales 
Year (Millions of dollars) (per cent) (per cent) 
1939 $ 141.0 $ 144 10.3 n.a. 
1944 5,766.3 58.6 1.0 3.3 
1949 1,131.7 36.1 3.2 6.8 
1953 5,120.1 116.6- 2.3- 5.3 
1956 5,637.1 156.5- 2.8- 6.0 
BACKLOG 
(Millions of Dollars) 
Aircraft Engines Propellers other Products 
Year and Parts and Parts and Parts and services Total 
1949, Dec. 31 $ 2,013 $ 749 $ 91 $ 157 $ 3,010 
1953, Dec. 31 11,604 4,080 218 851 16,753 
1956, Dec. 31 11,784 4,064 191 2,346 18,385 
1957, March 31 11,295 4,068 194 2,252 17,809 


1—April 1957. 
~—Subject to renegotiation. 
Source: Aircraft Industries Ass'n of America, Inc. 





























official “‘ over a billion” has been spent on this weapon. 

This was the first of the ten strategic nuclear 
delivery systems to be cancelled. According to Air 
Force Secretary James A. Douglas others may soon 
be cancelled, held up, stretched out, or reduced. 
These were identified as the Convair Atlas and the 
Martin Titan intercontinental ballistic missiles, the 
Douglas Thor and the Chrysler Jupiter intermediate 
ballistic missiles, the Northrop Snark “air-breath- 
ing” guided missile, the Boeing B-52 heavy bomber, 
the Convair B-58 medium bomber, the WS110 chem- 
ical engine bomber, and the WS125 atomic engine 


The Chrysler Jupiter appears to be on the way 


out too. Northrop has 
been given a $73 million 
contract for the initial 
production of the Snark. 
The ballistic missiles are 
classified projects and 
their success or failure 
may be determined four 
to five years in the fu- 
ture. It is both improper 
and impossible to predict 
which weapon may be 
adopted. 

The WS110 and WS125 
bomber projects are 
weapons of six to ten 
years hence. They are 
being reviewed for pos- 
sible immediate savings. 
General Electric and the 
Pratt & Whitney division 
of United Aircraft have 
a stake in the engines. 
North American, Boeing 
and Lockheed are inter- 
ested in the airframes. 

The cancellations and 
cutbacks, particularly of 
multi - engine aircraft, 
have had a great impact 
on jet engine manufac- 
turers. The picture is 
clearer in this area than 
in the airframe situation. 
Ford, Allison, and Cur- 
tiss-Wright are the big 
losers and are almost out 
of the picture for future 
military business. 


General Electric is almost ready to go into quan- 
tity production of their new lightweight J-79 jet 
engine and is in an excellent position to become and 
remain the number two jet engine manufacturer. 
Pratt & Whitney is now going into production of the 
new and large J-75 for which there is a big mili- 


tary demand. Both of these firms have research con- 


should 
contracts. 


tracts for chemical fuel and atomic engines which 
assure them future military 


production 


The Allison Motor Division of General Motors 


Corp. has a $95 million plant investment in Indian- 
apolis for jet engines. It has very little present and 
almost no prospects for future business. 

Ford Motor Co. is the licensee and second source 
for the Pratt & Whitney J-57 and J-75 jet engines. 
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The Air Force spent over $400 million to equip the 
huge federal-owned plant south of Chicago to pro- 
duce these engines. A year ago it appeared that Ford 
would be producing at the rate of over $300 million 
a year for some time to come. It will not now build 
the newer J-75 and will only complete its backlog 
of J-57. It probably will be closed next year and 
marked as a standby plant. Its closing will be felt 
by a number of subcontractors in the Middle West. 

A little over a year ago Curtiss-Wright took over 
the management of Studebaker-Packard. The Air 
Force had recently cancelled a Curtiss-Wright con- 
tract for the development of the J-67 jet engine 
after over $60 million had been spent. The bankers 
who were putting up the $35 million to close the 










for further military business. 

President Roy Hurley negotiated with Secretar) 
Wilson and ex-Treasury Secretary George Hum- 
phrey. The “adept bargain” he drove with them 
included these three main commitments. 


deal asked that Curtiss-Wright show commitments 





1. The Air Force would transfer and continue 
percentage-wise the subcontracts that Studebaker. 


Packard held for parts for the Ford jet engines. 

2. The Air Force would issue $93 million—later 
raised to $50 million—for facility contracts for 
laboratories and factories in the Quehanna area of 
Northern Pennsylvania. This much publicized pro- 
ject was to have large contracts for the ramiet 
engines for the Navaho missile. Less than one mil- 

















W.C. (mil.) ‘55—$38.3; ‘56—$36.6 


“—Plus stock. 
'—Ist Quarter. 


(W.C.)—Working capital. 
1~9 mos. ended June 30. 


Beech Aircraft: A major producer of single and twin-engine planes for 
civilian, foreign, military contracts. Backlog increased to $113 million as 
of March 31, 1957 from $84 million a year previous. Sustained earn- 
ings expected over coming months. (Rating C-2). 


Bell Aircraft: Demand for helicopters, electronic equipment, rocket motors 
and guided missiles should sustain earnings. Dividends may again total 
$1.25 a year which provides a liberal yield. (Rating C-2). 


Boeing Airplane: Net income this year is expected to increase over the 
$4.82 a share of 1956, despite the stretchout of B-52 and KC-135 pro 
grams recently. Production of the Bomarc guided missile will aid opera 
tions. Deliveries of commercial jet transports scheduled for late 1958 will 
offset to some extent cutbacks in military contracts. (Rating A-1). 


Curtiss-Wright: Commercial business is increasing and net this year should 
gain over the record level of last year. The management contract with 
Studebaker-Packard Corp. adds speculative possibilities. (Rating 8-1 


Douglas Aircraft: Although there have been some recent cutbacks in de- 
fense contracts, this large manufacturer has substantial orders for guided 
missiles and commercial planes and the latter enhances the outlook for 


RATINGS: (A)—Best Grade. 
(B)—Good Grade. 
(C)—Speculative. 
(D)—Unattractive. 


Statistical Data on Leading Aircraft Companies 
—_— —Ist 6 Months —— Full Year 
Net Sales Net Profit Margin Dividend Per Share 
1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Div. 
——(Millions)— % % 1956 1957 1955 1956 1956 1957 —- 1956-1957 Price = Yield 
BEECH AIRCRAFT $56.1! $75.6! 4.0%! 3.2%! $2.75! $3.01' $435 $4.05 $1.20 $1.20° 31%-17%: 21 5.7% 
W.C. (mil.) ‘55—$8.9; ‘56—$11.5 
BELL AIRCRAFT 98.9 103.3 3.2 2.0 1.23 79 2.25 2.21 1.25 1.25 27 -16's 16% 7.8 
W.C. (mil.) ‘55—$22.7; ‘56—$22.7 | 
BOEING AIRPLANE 4073 651.8 3.5 2.5 2.22 2.47 4.66 4.82 1.25- 1.00 6558-345 37 2.7 
W.C. (mil.) ‘55—$96.7; ‘56—$99.3 
CURTISS-WRIGHT 279.1 313.3 7.4 6.6 2.76 2.72 4.74 5.64 2.50 3.00 4934-265: 39 74 
W.C. (mil.) ‘55—$124.8; ‘56—$116.5 
DOUGLAS AIRCRAFT 453.0 5655 2.8 2.9 3.46 4.50 7.65 8.96 4.00 4.00 95'8-65': 65% 6.1 
W.C. (mil.) ‘55—$83.5; ‘56—$87.3 
FAIRCHILD ENG. & AIR. 69.5 80.3 9.5 5.3 14 1.41 64 25 25 1558-9 9 2.7 
W.C. (mil.) ‘55—$18.4; ‘56—$19.3 
GENERAL DYNAMICS 4144 7260 2.46 2.5 1.40 2.32 2.82 4.14 1.60 2.00 6858-37354 54 3.7 
W.C. (mil.) ‘55—$125.2; ‘56—$182.5 
GRUMMAN AIRCRAFT 38.9 39.5° 45° 2.2 41° 4.43 3.50 2.00 2.00 3578-22’: 22% 9.0 


late 1958 and 1959. Thus commercial business should gain substantially 
and profit should be satisfactory. (Rating A-2) 


Fairchild Engine & Airplane: Net income will continue to be adversely af- 
fected by heavy development and research expenditures. Dividends last 
year were only 25 cents a share, and at best, the same amount may be 
paid this year. This is one of the more speculative issues in the air 
craft industry. (Rating C-3). 


General Dynamics: Backlog approximated $2 billion on June 30, 1957 and 
contracts then under negotiation were estimated at an additional $654 
million. Company plans to build up its commercial buisness to 50% of 
annual volume and so not be so dependent on defense contracts. Man- 
agement is capable and progressive. Company is expanding in guided 
missile, atomic developments and electronics and this enhances the longer 
term growth prospects (Rating A-1). 


Grummon Aircraft: This important Navy plane producer faces a declining 
backlog. However, earnings may this year approximate the $3.50 earned 
in 1956 and the 50 cent quarterly dividend is expected to be maintained 
Rating C-2). 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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Was spent when the Navaho was cancelled. 
Curtiss-Wright was to receive a turbofan en- 


» 


gine design contract of $2.2 million which would 
be followed by a $63 development contract if the 
design was satisfactory. This project has been can- 


cel 


For 


ed at a cost of less than two million to the Air 
cS. 
\ir Secretary Douglas pointed out to industry the 


changed character of military business due to the 
development of the guided missile. Procurement of 


the 
fig 
as 

n 
spr 


Air Force may drop one-half billion to a new 
re of seven billion annually. Using fiscal 1956 
i. base airframe expenditures in “fa few years” 


ay drop from four to two billion annually. Missile 


iding will rise from one-half billion to 2.8 billion. 





Engines will drop from one and a half to one billion. 
Electronic equipment, other than missiles, will rise 


> 


from three-quarters of a billion to 1.3 billion. 


One of the biggest problems of the Air Force is 
to find funds for the Convair B-58 medium bomber 


This newest of aircraft has exceeded all of its spec 


ifi- 


cations, and is going through a series of time-con- 
suming tests to improve reliability. Its four J-79 


engines plus one spare will cost $230,000 each. 


Its 


fabulous electronic equipment is expected to cost 
over two million. On a production order of 200 it 
would appear the total cost would be around six 


million per plane. 
This 


bomber of several years 


is about the cost of the Boeing B-52 heavy 
(Please turn to page 740) 





























Statistical Data on Leading Aircraft Companies (Continued ) 


Ist 6 Months Full Year 
Net Sales Net Profit Margin Dividend Per Share Div 
1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Yield 
(Millions) %, %, 1956 1957 1955 1956 1956 1957 1956-1957 séPrice «SC % 
CCKHEED AIRCRAFT $187.6° $195.4° 23% 12% $ $1.16 $5.12 $5.10 $2.40 $2.40' 5875-345 35 68% 
V.C. (mil.) ‘55—$85.0; ‘56—$108.2 
MARTIN CO. 138.9 209.3 3.2 2.1 1.64 1.51 4.92 3.73 1.60 1.60! 4778-27'2 27'2 59 
W.C. (mil.) ‘55—$45.1; ‘56—$37.1 
McDONNELL AI2CRAFT 186.2! 335.2' 3.6! 2.2 4.55 6.34! 3.17 4.55 50° 50* 4434-24'. 2? 17 
W.C. (mil.) ‘55—$12.7; ‘56—$17.6 
NORTH AMERICAN AVIATION 6345.7- 937.0- 3.5- 2.8- 3.25- 3.32- 4.71 3.59 1.92 1.60 4978-24 24 66 
W.C. (mil.) ‘55—$70.8; ‘56—$111.9 
NORTHROP AIRCRAFT 226.9" 204.3° 1.9 17 2.98 2.33 7.89 3.28 1.60 1.60 29'8-21'4 22 #72 
W.C. (mil.) ‘55—$18.1; ‘56—$24.1 
REPUBLIC AVIATION 163.1 168.3 2.1 2.1 2.38 2.49 10.02 5.01 2.00 2.00 43'2-2154 23 «86 
W.C. (mil.) ‘55—$33.0; ‘56—$34.0 
UNITED AIRCRAFT 460.1 606.0 4.4 4.2 2.33 2.77 6.14 7.06 3.00 3.00 96'2-60's 61 49 
W.C. (mil.) ‘55—$88.7; ‘56—$138.3 
(W.C.)—Working capital. -—9 mos. ended June 30. —6 mos. ended April 30 
1—Years ended June 30. ‘—9 mos. ended April 30 '—Years ended April 30 
'—Plus stock. 7—Ist Quarter 
Lockheed Aircraft: Operations of this major aircraft producer are well Recently received a substantial order for air-to-surface missile, to be 


diversified. Commercial and military orders should continue substantial 
Development costs may cause a moderate decline in earnings this yeor 
but dividends should continue at 60 cents quarterly. (Rating B-3 


Martin Co: Earnings this year probably will increase moderately over the 
$3.73 a share of 1956 and dividends at 40 cents quarterly should con 
tinue. Guided missile production should increase in 1958. (Rating C-1! 

McDonnell Aircraft: This leading supplier of Navy and Army fighter planes 
hes a substantial backlog and the outlook for the current year appears 
favorable. Cash dividends are conservative but further occasional stock 
payments may be made. (Rating C-1 


North American Aviation: This company is engaged in rocket engines 


electronics, guided missile and atomic energy work. Profit margins prob 


launched from long-range bombers. The latter is an offset to reduction in 


some previous orders. (Rating B-2 


Northrop Aircraft: Substantial orders for the Snark guided missile and for 
operations for the current fiscal 
The 40 cent dividend yields 


T-38 jet training planes may improve 


year which just started August 1 quarterly 


@ generous return. (Rating C-1 


Republic Aviation: Deliveries of the F-84-F ending in August 1957 indi 
cate lower earnings this year but the new F-105 fighter bomber plane 


should get into full production late next year. (Rating C-3 


United Aircraft: Country’s largest monufacturer of aviation engines and 
helicopters had ao backlog of $2,050,000,000 as of June 30, 1957. Opero 
tions in the guided missile field will expand. Has good earning and divi 














ably will be retarded by heavy research and development expenditures dend record. Earnings should show an increase this year. (Rating A-1 
RATINGS: (A)—Best Grade. 1—Improved earnings trend 
(B)—Good Grade. 2—Sustained earnings trend 
(C)—Speculative. 3—Lower earnings trend | 
(D)—Unattractive | 
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Shippers and Shipbuilders 
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The shipbuilding industry is currently enter- 
ing a period of higher sales and better profit mar- 
gins. For one thing, the contracts with relatively 
low profit margins which were written prior to 
the Suez crisis are now being worked off by vari- 
ous yards. Orders taken in the past year have much 
more favorable margins, which should result in bet- 
ter earnings for some companies for the next year 
or two. In addition, backlogs of most shipyards are 
at all time records. While many stocks in this group 
appear to be discounting near-term prospects, the 
longer range outlook for this industry still looks 
favorable. 

At present, the single most important aspect of 
commercial shipbuilding is the tanker boom. This 
received its biggest impetus last year when the clos- 
ing of the Suez Canal convinced members of the 
oil industry and independent operators of the nec- 
essity for larger, faster and more mdern tankers 
capable of circumventing the Canal. Actually, there 
had been a tanker boom in foreign yards for some 
time since costs abroad were considerably lower 
than those at home. The U. S. Government, realizing 
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Looking to 1958 


: By MARVIN S. RAPHAFL 
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the difference in wages paid here and abroad, offset 
this by offering construction subsidies to ship op- 
erators who would place orders in this country. 
Ship construction in this country has also been 
sparked by the Maritime Administration policy 
known as “trade out and build”. This allows the 


transfer of American flag vessels to foreign reg- | 


istry in exchange for the building of new tonnage 
in domestic yards. It should be noted, however, that 
with the opening of Suez again, a lot of the pres- 
sure for early delivery of tankers has been removed 
so that many delivery dates have been extended or 
stretched out. Tanker business is still dominant and 
accounts for approximately a billion dollars of com- 
mercial orders on domestic shipbuilders’ books. 


Non-Tanker Construction Looms Large 


Even though tankers are still of major impor- 
tance, other types of vessel construction are also ex- 
pected to become significant. This stems from the 
Merchant Marine Act of 1936 which calls for the 
replacement of passenger and dry-cargo vessels 
(those operated under subsidy) when they are over 
20 years of age. Much of our Merchant Fleet was 
built between 1940 and 1945 and cannot compete 
effectively with newer and faster ships built since 
World War II. This factor is important now and 
will become increasingly so because a substantial 
part of this fleet is becoming obsolete and will have 
to be replaced in the next ten years. Such a venture 
could generate over $2.5 billion in orders for our 
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domestic builders. Although the economy drive casts 
some doubt on the future of the U. S. shipbuilding 
subsidy program, it does seem likely that it will 
be sustained since an adequate merchant fleet is 
necessary for defense. In this connection, it is of 
interest that recently a large privately owned ship- 
- announced plans for a $500 million cargo ship 
lacement program with the Government under- 
iting 40%. 






Ss 


Naval Program is Biggest Prop 








shipbuilding industries. 

The largest factor in shipbuilding is still the 
Navy. Of significance is the fact that the Navy is 
now in the process of making a transition to an 
entirely new kind of fleet. Power may come pri- 
marily from atomic energy while fire power wil! 
emphasize guided missiles. The Navy also has an 
active conversion and replacement program since 
combat vessels become obsolete faster than their 
commercial counterparts. Heavy support for a strong 
Navy and Merchant Marine is seen by the fact that 
in the President’s budget for fiscal 1958, a 12% in- 

































































Another favorable prospect for the industry is crease in ship construction funds to $1.6 billion was 
AFL §that recently an announcement was made by the requested. This is more significant when one con- 
Government that the contract for building the coun-_ siders the attempts to curtail spending. However, it 
\try’s first nuclear-powered merchant ship will be is quite clear that if we are to maintain a modern 
Saw: rded later in the year. While no one expects active fleet of sufficient size, large expenditures will 
g the atomic vessel to be economically competitive have to be made over the longer term. 
wit’. conventional ships for some time, this does With so many factors enhancing the industry’s 
ima: « the beginning of what might eventually be- outlook, the shipbuilding industry appears to have 
i come a whole new phase of shipbuilding. favorable growth prospects. It should be realized, 
| Also of importance will be the completion of the however, that within this framework, a number of 
» St. Lawrence Seaway in 1959 since it will open the divergent trends in individual company operations 
Great Lakes to ocean-going vessels and thus increase _ will be shown. American Shipbuilding for example, 
the need for more ships. While other new develop-_ will be an important beneficiary of the opening of 
ments in fishyback” or “roll-on, roll-off” type of the St. Lawrence Seaway sometime in 1959. Substan- 
shipping may eventually have a marked effect on tial business will, undoubtedly, accrue to the heavily 
shipbuilding, there are many hurdles to overcome _ industrialized Great Lakes area and with unre- 
before this can be considered a success. Neverthe-_ stricted access to the sea, shipping and shipbuilding 
less, there appears to be a definite future for this should have a sharp upsurge. As one of the largest 
i type of vessel and over the longer term, it should’ units in ship repair and construction in that area, 
i be f extreme importance to both the shipping and American Ship stands to (Please turn to page 734) 
[ 
| Position of Leading Shipbuilders and Shippers 
| 
3 —_——————Isst 6 Menths— ——————F Il Year 
. Px Net Sales Net Profit Margin Dividend Per Shore 
ffset J 1956 1957 1956 =1957_~—s Nett Per Share Earned Per Share Indicated Price Range Recent Div 
| Op- SHIPBUILDING —{Millions}— % % 56 1957 1955 1956 1956 1957 1956-1957 Price = Yield 
been AMERICAN SHIP BUILDING n.a. na. na. n.a. n.a. nc. $1.32" $5.62° $3.00 $3.00 105 -56 62 48% 
slicy W.C. (mil.) ‘55—$5.8; 56—$6.7° om as. ; _ ; | 
the © |} BATH IRON WORKS $ 205 $ 222 54% 5.0% $267 $265 619 671 260 360 71%-43 55 65 
reg- ||| W.-C. (mil.) ‘55—$9.8; ‘56—$12.8 
, | PRET ea pF ne rp aia ag a ene geen, - 
nage — || BETHLEHEM STEEL 1,269.9 13633 75 76 239 226 452 383 2.12 240 S50%35% 45 5.3 
that W.C. (mil.) ‘SS—$809.9; ‘56—$683.8 
)TES- Bl] NEWPORT NEWS SHIPBLDG. 499 816 39 38 249 388 603 425 250 250 872-50 77 9.2 
ry ed | W.C. (mil.) '55—$27.9; ‘56—$28.0 
or snp NEADS — — — - - — - _ 
and ||) NEW YORK SHIPBUILDING 347 326 55 48 149 102 143 2.25 70. 58-19 «828 25 
com. |) “:S-{mil.) 'S5—$23.6; '56-$20.7 
TODD SHIPYARD CORP. n.a. ne. na. n.a. n.a. n.a. 7.07- 18.46- 4.00 5.75 163°4-63'2 131 43 
| W.C. (mil.) ‘55—$22.8; ‘56—$24.4 
(W.C.)—Working capital. '—Paid so far this year. —Year ending June 30. 
| n.a.—Not available. *—Years ended March 31, 1956 & 1957. 
por- | SHIPPING 
) ex- Bf ang REAEUTEE _ - - 
the AMERICAN EXPORT LINES n.a. no. no. na. $258 $268 $3.82 $9.53 $1.87 $2.00 31-17% 26 7.6% 
the W.C. (mil.) ‘55—$13.7; '56—$14.2 
3sels AMER. HAWAIIAN S.S. n.a. na. 7n.a. n.a. n.a. 87 7.71 8.63 1422-86 96 
anes W.C. (mil.) ‘55—$6.5; ‘56—$14.1 
was MOORE McCORMACK LINE $ 294 $ 358 78% 7.9% 1.15 126 281 3.02 150 1.50 25%4-18% 21 7.1 
pete W.C. (mil.) ‘55—$8.2; ‘56—$12.2 
ince U.S. LINES na. ne. ne. ne. 2.70! 3.21 534 979 1.62 2.00 37%-22% 29 68 
and W.C. (mil.) ‘55—$13.9; ‘56—$16.9 
"| aan er uemenannaaaeE Ere soeenrscannnes = 
have W.C.)—Working capital. 1—Before $1.3 million credit for prior years adjustments. 
ture n.a.—Not available. 
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TRANSPORTATION: 


Airlines and Buses 


By RICHARD COLSTON 


l. has been a long time since owners of shares 
in the nation’s airlines have had reason for rejoic- 
ing over prospects for the industry in which they 
have invested. Air transport stocks have been in 
disfavor for a couple of years. There has been con- 
cern over declining earnings and the financial prob- 
lems likely to be encountered in an industry-wide 
transition to jet aircraft from conventional pro- 
peller-driven craft. Vast expenditures must be faced 
in purchase of new equipment and in training crews 
for the faster planes. Accordingly, retention of a 
large part of earnings seems necessary and, in many 
instances, additional stock or convertible debentures 
may need to be issued. 

Managements of major carriers had hoped that 
relief might be provided by an interim rate in- 
crease. Strong arguments were advanced at the re- 
cent hearing conducted by the Civil Aeronautics 
Board in favor of the proposed 6 per cent emer- 
gency fare rise in spite of the fact that Washington 
observers held out little hope of approval at this 
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time. It was no surprise, then, when the Board re- § 
jected the request early in August and deferred | 
consideration of the question until completion of a 
broad inquiry into the industry’s entire rate struc- J 
ture. This action intensified disappointments experi- 
enced by holders of air transport securities. 

The possibility that what is really needed is not 
so much higher fares as a reappraisal of com- 
petition for available traffic, is suggested by ex- 
amination of the pertinent statistics. These indicate 
that inflationary tendencies in operating costs have 
not had such an adverse effect on results as has 
sharp decline in the load factor on many routes. 
Opening of additional routes to smaller lines and 
introduction of new equipment in the last year or 
two have combined to intensify competition. As a Jj 
consequence, the proportion of seats occupied on J 
many flights has fallen to uneconomically low levels. } 
Operating costs for a full planeload are virtually } 
the same as for a plane only half filled; hence, in| 








the latter case, margins (Please turn to page 738) §| 
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Ist 6 Months 


Revenues Net Profit Margin 
1956 1957 1956 1957 
AIRLINES (Millions) % % 
AMERICAN AIRLINES $140.3 $1520 69% 3.7% 
W.C. (mil.) ‘55—$56.2: ‘56—$24.4 
BRANIFF AIRWAYS 12.3" 425 29% 1.6 
w.C. (mil.) ‘55—$2.3; ‘56—$2.5 
CAPITAL AIRLINES 28.1 44.1 "33 “17 
w.C. (mil.) ‘55—$2.2; ‘56—$d.4 
DELTA AIR LINES 65.8! 78.5! 5.0! 3.3! 
w.C. (mil.) ‘55—$6.0; ‘56—$3.4 
EASTERN AIRLINES 119.0 138.2 6.3 2.6 
IC. (mil.) ‘55—$54.5; ‘56—$15.8 
KLM ROYAL DUTCH AIRLINES 50.7 613 4.5 4.0 
1.C. (mil.) ‘55—$ ; ‘56—$25.3 
NATIONAL AIRLINES 41.0- 42.7- 69° 5.5- 
W.C. (mil.) ‘55—$4.7: '56—$4.8 
NORTHWEST AIRLINES 36.0 383 63.8 2.3 
W.C. (mil.) ‘55—$3.9; ‘56—$7.7 
PAN AMER. W. AIRWAYS 59.5" 7° 45° °22" 
vV.C. (mil.) ‘55—$23.8; ‘56—$12.1 
RANS WORLD AIRLINES 112.1 1990.5 <"S ' Ss 
W.C. (mil.) ‘55—$8.8; ‘56—$7.0 
INITED AIRLINES 126.4 133.0 4.1 2.2 
N.C. (mil.) ‘55—$12.1; ‘56—$28.5 
WESTERN AIR LINES 9.3 19.6 12.0 7.5 


W.C, (eril.) ‘55—$2.7: ‘56—$4.5 


(W.C.) Working capital. 
‘__Deficit. 


!—Years ended June 


‘\—Paid thus far in 1 


American Airlines: Ovoeratine largest domestic system, 


n earnings. Plans for enlargement of fleet well formulated. (B3 


Braniff Airways: Expansion in route mileage holds promise of long-range 
trafic orowth, but currert overations have been handicapped by rising 
osts and inadequate fares. Dividend policy remains uncertain. (C3) 


Capital Airlines: Although company still has fivancial problems incident to 
transition to British turbo-prop fleet, earninas have reaistered encouraging 
»meback this year. Stock may respond to better outlook 


Delta A‘r Lines: Moderate improvement in operating results appears possible 
ow that maragement has shown ability to recover from burden imoosed 
n initiation of service on New York-Atlanta route. Dividend safe. (B3 


Eastern Air Lines: One of financially strongest lines servira vcopulous east 
ern routes and having well established earninyg power. Hich costs likely 
to handicap 1957 earnings. Modest dividend well covered. (A3 


KLM Royal Dutch Airlines: One of largest air transport services i> world 


howing excellent management and strong growth potentials. Cor «tition 
kealy to increase in many areas. Cost factors under aood contre B2) 


BUS & TRUCKING 


FIFTH AVE. COACH 33.0 32.9 3.4 4.0 
W.C. (mil.) ‘55—$ .1; ‘56—$1.1 

GREYHOUND 107.8 1203 246 2.5 
W.C. (mil.) ‘55—$24.6; ‘56—$30.9 

HERTZ CORP. 12.3! 16.7! 5.7! 5.5! 
WC. (mil.) ‘55—$ .8; ‘56—$1.5 

NATIONAL CITY LINES 12.9 13.0 116 12.7 
W.C. (mil.) ‘55—$5.0: ‘56—$5.4 

TWIN CITY RAPID TRANSIT 7.6 72 419 417 
W.C. (mil.) ‘55—$ .1; ‘56—$ .4 

U. S. FREIGHT 36.6! 41.3! 1.1!) 1,7! 


W.C. (mil.) ‘55—$11.0; ‘56—$8.0 


Fifth Avenue Coach Lines: With benefit of possible economies from acqui 
sition, some offset may be cained to rising operating costs, but earn’nas 
nay dip slightly this year. Dividend of $2 plus possible extra secure c3 


Greyhound Corp.: Modest earnings improvement anticipated in reflecting 
ncreased traffic encouraged by new equipment. Handicap of high labor 
factor poses problem. Adequate coverage for $1 dividend indicated. BI 


Hertz Corporation: Steady expansion in rent-a-car service area and in 
creasing popularity of transportation idea encourage growth outlook. Mod 
erate improvement in earnings to about $3 a share indicated for 1957. (BI! 


(W.C.)—Working capital. d_ Deficit. 


~ RATING: A—Best grade. B—Good arade. C—Speculative. 
1—Improved earnings trend. 2—Sustained earnings trend 


steady growth is 
being reflected in rising traffic, but mounting costs pose serious handicap 


Statistical Data on Two Transportation Groups 


Net Per Share 


1956 
$1.22 


20" 


‘1.03 


3.38! 


2.71 


1.34 


2.76- 


1.22 


1.64 


1.56 


30. 


*—9 mos. ended March 31 


957. 


25 


48! 


1.08 


° 3 


45! 


11st Quarter. 


D—Unattractive. 
3—Lower earn'ngs trend. 


Full Year 
Dividend Per Share Div 
Earnings Per Share Indicated Price Range Recent Yield 
1957 1955 1956 1956 1957 1956-57 Price % 
$ 67 $2.32 $2.40 $1.00 $1.00 26'«-17'2 18 5.5% 
08" 91 64 60 1S 14’s- 8's 8s 1.8 
85 4.55 1.38 41'2-175s 19 
2.34! 2.62 4.70 1.20' 1.20 40 -20% 21 5.7 
1.27 5.32 5.17 1.00 1.00 57'4-35 36060 (27 
1.38 3.82 4.60 3678-29 31 
2.25- 3.01 4.14 1.00 1.00 30 -18'2 182 5.5 
.66 1.80 2.18 .80 .80 1938-13 13% 6.1 
) 24" 1.66 2.31 .80 80 3 21'4-'4 14\2 57 
r 9 1.62 © 70 2878-12'2 12'2 
.88 3.36 4.55 1.50 50' 4454-25 26'2 19 
1.78 2.67 3.91 .80' 80' 25%4-'8% 24 3.3 


‘—P'us stock. 
'—Paid 6% stock in 1956 & 7% in 1957 


'—1I<t Quarter 


National Airlines: Keen competition for traffic between North Atlantic areas 
and Florida tends to put pressure on margins. Continued moderate decline 
in earnings indicated unless higher fares are permitted this winter. (C3 


Northwest Airlines: Low traffic density along major routes to Far East poses 
serious handicap on overotions, especially in view of impending need for 
meeting competition with high speed jet transports. (C3 


Pan-Am. World Airways: Fare relief on overseas routes needed to boost 
revenues. Award of additional routes, such os New York-Mexico City 
would help. End of subsidy handicaps envisioned in another yeor 


Trans World Airlines: Moderate improvement in operating results indicated 
this year, but financing problems incident to shift to new transport planes 
appear to bor hope of early initiation of dividends. (C3) 


United Air Lines: Higher labor costs and o jump in depreciation charges 
point to sharp decline in net profit this year from 1956 showing of $455 a 
shore. Larger share of earnings being retained for fleet expansion. (B3 


Wes‘ern Air L'nes: Increased traffic on popular Los Angeles-los Vegos 
route and good cost control aiding eorn'nas recovery. hit cost incide-t to 
establishmert of new routes exoected to hold down 1957 earninas. (C3 


n.a. 2.85 3.47 2.50 2.50 30-23% 24 10.4 
.26 1.18 1.27 1.00 1.00 17%2-14\4 15 6.46 
51! 1.84 2.63 1.00- 1.00 42'*-27's 38 «25 
1.20 2.74 2.45 1.90 2.00 26'4-20 22 90 
‘33 ¢*@ 12 1.70 1.80 18 -14 15 12.0 
86! 2.21 2.56 1.50 1.62 3434-18 32. «5.0 


National City Lines: Operating difficulties encountered in some sections of 
country involved in racial disputes ard mounting labor costs threaten to 
reduce earnings to point where coverage on $2 dividend is threatened. (C3 


Twin City Rapid Transit: Increased fores necessitated by rising costs appear 
to be reducing traffic volume. Moderate drop in earnings indicated this 
year, but dividend may hold at $1.80 rate though not earned. (C3 


U. S. Freight: Relatively high rate of industrial activity expected to sustain 
traffic volume for this major freight forwarder. Further improvement in 
earnings indicated despite hicher costs. Dividend seems secure. (B1 


“—Plus stock. 
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Support Level 


Some analysts said that the 
market ought to meet support 
around the 490-492 level of the 
Dow industrial average. The sell- 
off did halt there momentarily; 
but the level was broken before 
this writing. Giving themselves a 
bit more leeway, some say the 
480-490 area “should hold on 
test”. The least optimistic say 
“the real support level” is in the 
area 450-465 —in other words, 
from moderately above to slightly 
under the February low of 454.82. 
We say: Wait and see. 


time to come. In these terms, 
there was certainly excess at the 
market’s July high, and particu- 
larly so in the growth-glamor 
stocks — excess for which the in- 
evitable penalty is now in process 
of being paid. 


Fads 


Market fads come and go, mak- 
ing profits for the nimble but 
leaving many speculative-inves- 
tors hung up finally with big 
losses. There have been specula- 
tive booms in television stocks, 
air transport stocks and any 
number of others—all now more 




























ago there was the feverish specu- J 
lation in uranium stocks, the ma- 
jority of them with nothing to 
offer but imaginative possibili- | 
ties. There has been much imagin- f 
ative talk about possibilities in J 
titanium, other rare metals, ex- 
otic fuels for missiles. They are 
all costly to produce; and precar- | 
iously dependent on military de- | 
mands. There is romance and 
glamor in “atomic energy”, with 
possibilities for profits on any 
considerable scale both conjec- § 
tural and distant. Some investors | 
still see allure in the magic word 
“electronic”; but, despite some § 











Excess or less in the doghouse. Not long exceptions here and there, mar- Jf 
What is excess in the stock 

market? Those who think it only 

means too much buying on mar- INCREASES SHOWN IN RECENT EARNINGS REPORTS 

gin and too much speculation in 1957 1956 

low-priced cats and dogs can cor- Chrysler Corp. Quar. June 30 $4.94 $ .89 

rectly contend that excess has Florida Power & Light . 12 mos. June 30 2.80 2.25 

long been absent in this market. Thompson Products, Inc. Quar. June 30 1.52 97 

But the criterion is very far from Pullman, Inc. Quar. June 30 2.20 1.89 

the whole story. There is excess Ford Motor Co. Quar. June 30 1.30 1.07 

in any stock, regardless of quality Gabriel Co. Quar. June 30 45 .04 

and regardless of predominantly Liggett & Myers Tobacco Quar. June 30 1.92 1.63 

cash buying, when its price goes Brunswick-Balke-Collender . Quar. June 30 2.07 -94 

too high in relation to earnings Clevite Corp. 6 mos. June 30 1.48 79 

and dividends that can reason- Colgate-Palmolive Co. Quar. June 30 1.04 67 

ably be expected for an extended EEE : 
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ket behavior of the stocks has not 
lived up to imaginative expecta- 
tions. Numerous small companies 
have jumped into this business. 
Numerous big ones have moved 
partly into it or greatly expanded 
their previous positions in it. Civ- 
ilian business is a fraction of the 
total and intensely competitive; 
and the low-margin profits on the 
huve defense business rate below- 
average market valuations for 
ressons inherent in military or- 
ders. As a general rule in stock 
selection, we prefer demonstrated 
earning power and _ reasonably 
foreseeable potentials. You do not 
get them in most “glamor-sci- 
ence” stocks. 


Unusual 


ne growth-stock mutual fund 
tched sizable funds into Reyn- 
s Tobacco “B” in the second 
qu.rter. That is such a departure 
from usual institutional-fund 
thinking in growth-stock selec- 
tion that the management con- 
sidered an explanation appropri- 
ate. It pointed out that growth 
of Reynolds’ earnings in four 
years through 1956 averaged 
about 25.8% annually, a rate 
above that of most oils and chem- 
icals in the fund’s portfolio. We 


SW 
ol 


' continue to think that Reynolds is 


undervalued, at current price 
around 54, on likely 1957 earn- 
ings around $6.70 a share, against 
1956’s $5.91; that it will probably 
earn more next year than this; 
and that the $3.20 dividend will 
be raised, Based on payout ratios 
in previous years, it could go to 
$3.60 and possibly to $3.80. Our 
guess is declaration of a payment 
at a $3.60 rate in October or Jan- 
uary, with a possible further 
boost deferred to late 1958. The 
stock has been held back by the 
cancer-scare publicity, but been 
supported by earnings and divi- 
dends—thus moving in a limited 
range for some time. In this “con- 
test”, earnings and dividends 








Ferro Corp. 
Gillette Co. 
Penn-Dixie Cement Corp. 





D le Ch 2 j Corp. 
Sutherland Paper Co. 
Barber Oil 


Howe Sound Co. 

Allied Products Corp. 
Amer. Radiator & Std. San. 
Erie Railroad 
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should win out sooner or later; 
and it could be fairly soon, since 
more and more professionals, 
scanning the list for comparative 
values, are getting sold on the 
stock. 


Air Lines 

The recent refusal of the Civil- 
ian Aeronautic Board to grant do- 
mestic air transport companies a 
6% boost in passenger fares came 
as a shock to some but no great 
surprise to us, It confirmed ear- 
lier indications that the Board is 
seemingly blind to the industry’s 
severe profit squeeze, and the lat- 
ter’s disturbing implications as 
regards the companies’ ability to 
finance their coming transition to 
jet transports. Air line fares have 
been frozen at the present level 
for a number of years, while rail- 
road and bus fares have been per- 
mitted to rise substantially—and 
a New York subway ride has gone 
from a nickel to 15 cents! What 
is CAB doing? It is continuing a 
snail-like general “investigation” 
of air line fares which was or- 
dered, at a silly behest of a Con- 
gressional committee as far back 
as May, 1956, to determine if 
fares were excessive. It will 
hardly be completed before late 
1958. Considering the objective 
and philosophy of this investiga- 
tion, how good are the chances 
that the eventual ruling will be 
adequately favorable to the in- 
dustry, if favorable at all? Since 
nobody can answer the question, 
the stocks, already depressed, 
could readily become more so. 


Bonds 


As a result of the Federal Re- 
serve’s credit-restriction policy 
and heavy demand for capital 
funds, money remains tight. But 
it appears probable that nearly 
all of the bond market decline 
has been seen, and possible that 
it has been completed. Plant- 
equipment expansion is flattening 











DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1957 1956 

6 mos. June 30 $1.27 $1.88 
. 6mos. June 30 1.40 1.75 
Quar. June 30 -35 1.00 
Quar. June 30 72 1.01 
Quar. June 30 -83 1.12 
6 mos. June 30 -08 -70 
Quar. June 30 2 36 
Quar. June 30 -13 61 
Quer. June 30 19 48 
6 mos. June 30 61 1.45 








out, with some downturn prob- 
ably not far ahead. Money could 
be materially easier a year hence, 
bond yields lower, bond prices 
higher. Seasoned top-grade cor- 
porate bonds are on an average 
vield basis around 4%, and many 
new-issue bonds can be had at 
yields up to 5% or more. In our 
view, there is considerably more 
general risk in common stocks 
than in bonds at this time, re- 
gardless of the long-pull inflation 
theory; and it seems probable 
that an interim shift ahead to 
easier money will make present 
bond purchases at least moder- 
ately profitable. 


Preferred Stocks 


The same reasoning applies to 
preferred stocks. Like bonds they 
have been in a long bear market, 
which seems around or not far 
from termination now. The stocks 
are most unlikely to get back to 
their historic 1946 highs when, 
under Fair-Deal easy-money pol- 
icy, average yields on better- 
grade issues receded to a basis 
around 3.4%, against about 4.8% 
now. But they could readily get 
back to last year’s best levels, at 
which yields averaged a little un- 
der 4%. Hence, the possibilities 
for appreciation are fairly sub- 
stantial, the risk probably low. 
To illustrate, here are a few high- 
grade, non-callable, 7% dividend 
rate preferreds, with comparisons 
of present prices with 1956 highs: 
American Can 3714, 1956 high 
146; American Smelting 139, 1956 
high 174; Bethlehem Steel 141, 
1956 high 173; Corn Products 
147, 1956 high 180; International 
Harvester 140, 1956 high 174; 
and National Biscuit 148, 1956 
high 179. 

Stock Groups 

In a further market sag up to 
this writing, stock groups per- 
forming considerably worse than 
average included: air transport, 
aluminum, building materials, 
coal, copper, machinery, metal 
fabricating, motion pictures, of- 
fice equipments, oil, railroads, 
television-radio, shipbuilding, 
shipping, steel and sulphur. Their 
behavior refiects excessive prior 
advances in some cases, uncertain 
or adverse earnings prospects in 
others. With few exceptions, 
groups which have recently fared 
better than the market are those 
which had no big upside play in 
the February-July rise and which 


(Please turn to page 746) 
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*w , 
ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 


be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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THE BUSINESS FORECASTER OF PRODUETIVE ACTIVITY 














®—Seasonally adjusted except stock and commodity prices. 
(a)—8 month moving sverage. 
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This we have done in our new Trend Forecaster (developed 


over a period of several years), which employs those indicatom 
(see Components of Trend Forecaster) that we have found te 
most accurately project the business outlook. 


When the Forecaster changes its direction up or down a 
corresponding change in our economy may be expected sev- 
eral months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 


ness is to be expected. On the other hand, penetration of | 


minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 


Forecaster of increasing usefulness both from the investment © 


and business standpoints. 


Current Indications of the Forecaster 
On the basis of figures for the early part of the third 
quarter, the components of the Trend Forecaster have im- 
proved considerably since their March low. 


In July, housing starts and average hours worked, im- ; 
proved slightly. Stock prices advanced and business failures | 


(inverted) improved. New incorporations in July were notably 
higher than in June. Industrial raw material prices declined 
slightly. August may not make as good a showing, however, 
in view of the sharp decline in stock prices thus far in the 
month and the drooping tendency of raw materials prices. 

In the second quarter, the recovery of housing starts and 
stock prices and the bottoming out of business failures, acted 
to bring the Relative Strength Measure up to almost zero, 
although it is still in the negative range. 

Because the Relative Strength Measure is still in a nego- 
tive range, the Trend Foreaster has continued to decline, 
but the rate of decline has slowed. 

For the time being, the implications of the relatively better 
action of the Relative Strength Measurement and the 
Trend Forecaster must be treated cautiously; they indicate, 


not an imminent revival, but the achievement of a plateau | 


IDR on 


AOS ROTI oe 


wer 


area. Furthermore, if weakness in stock prices and raw | 


material to mid-August, continues for the rest of the month, 
the Relative Strength Measure will resume its decline. 
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CONCLUSIONS IN BRIEF 


INDUSTRY — Production activity now about stable, 
but part of output is going into inventory rather 
thon being consumed. Outlook for the remainder of 
1957 is for moderate weakness later in the year. 


TRADE — Latest figures point to some expansion of 
retail volume in soft-goods lines in the past two or 
three months. Part of the increase is in food, owing 
to higher prices. Hard goods volume continues slow. 
Ovilook: soft goods continuing to do better than 
herd goods. 


MONEY AND CREDIT — Past month has witnessed 
further rises in interest rates virtually across the 
board — dwarfing the ‘4% increase in FHA mortgage 
rates that was supposed to channel new funds into 
this area. Low corporate liquidity combined with high 
borrowing costs may dampen inflationary pressures. 


COMMODITIES — The broad wholesale price level 
rose in July, but largely because of seasonal strength 
in farm products, and the gradual effect of increases 
in steel, aluminum, and a few other basic com- 
modities. The general commodity price level is still 
only stable. Outlook: stability to slight further weak- 
ness in most industrial commodities. 
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Among the statistics which the government subjected 
to revision during the summer was the crucial series on 
retail trade. The results of this revision were, at least on 
the surface, highly encouraging; what had appeared to 
be no better than puny gains and losses in retail volume 
from April into the summer have been converted into a 
persistent and rather notable uptrend. 

Without deprecating the exhaustive statistical efforts 
of the Department of Commerce, which is responsible for 
the retail trade figures, one can nevertheless wonder 
whether the revision is as optimistic as it appears. The 
uptrend appears, first of all, in soft goods industries, and 
especially in food, where the obvious cause is higher 
retail prices for fresh produce resulting from drought- 
shrunken harvests. Paying more for lettuce is hardly an 
indication of an ebullient spending mood on the part of 
consumers. In the key apparel market, which is often a 
good guide to the state of consumer spending psychology, 
the increase has been very moderate; apart from food, 
most of the rise in soft goods volume has been in such 
miscellaneous categories as variety-store and service-sta- 
tion sales. 

Secondly, there is some reason for thinking that the 
seasonal adjustments which are applied to retail sales 
figures in order to make them more comparable from 
month to month are no longer very reliable. For example, 
the retail trade totals, and particularly the department 
store sales indexes, have shown notable improvement in 
July in most of the past several years. 

Finally, the failure of durable goods to share in the 
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THE MONTHLY TREND | unis | Month Month Menh ‘hne 

INDUSTRIAL PRODUCTION®* (FRB) — | 1947-'9-100 July 144 144 136 
Durable Goods Mfr 1947-'9-100 July 162 162 148 
Nondurable Goods Mfr 1947-’9-100 July 130 130 128 
Mining 1947-'9-100 July 127 129 123 

RETAIL SALES* $ Billions July 16.9 16.8 15.9 

Durable Goods. $ Billions July 5.7 5.8 5.5 

Nondurable Goods___________ | $ Billions July 11.2 11.0 10.4 

Dep't Store Sales. 1947-’9-100 July 133 127 128 

MANUFACTURERS’ 

New Orders—Total* $ Billions June 27.2 28.4 27.9 
Durable Goods. — | $ Billions June 13.2 14.1 14.2 
Nondurable Goods______| $ Billions June 14.0 14.3 13.7 

Shipments* $ Billions June 28.4 28.6 27.7 
Durable Goods $ Billions June 14.2 14.3 13.9 
Nondurable Goods. $ Billions June 14.2 14.3 13.8 

BUSINESS INVENTORIES, END MO.* | $ Billions June 90.8 90.6 85.6 

Manufacturers’ $ Billions June 54.0 53.9 49.1 

Wholesalers’ $ Billions June 12.7 12.7 12.7 

Retailers’ $ Billions June 24.1 23.9 23.8 

Dept. Store Stocks. 1947-'9-100 | June 143 140 138 

CONSTRUCTION, TOTAL__| $ Billions June 4.4 4.0 4.3 

Private. $ Billions June 3.0 2.8 3.0 
Residential $ Billions June 1.5 1.4 1.7 
All Other. $ Billions June 1.5 1.4 1.3 

Housing Starts*—a Th di June 970 980 1,091 

Contract Awards, Residential—b___| $ Millions June 1,155 1,297 1,202 
All Other—e $ Millions June 2,088 2,103 1,745 

EMPLOYMENT 

Total Civilian. —— | Millions July 67.2 66.5 66.7 

Non-Farm. Millions July 52.6 52.9 51.3 
Government Millions July 7.2 7.3 7.0 
Trade Millions July 11.5 11.5 11.2 
Factory Millions July 12.8 13.0 12.5 

Hours Worked Hours July 39.9 40.0 40.1 

Hourly Earnings Dollars July 2.08 2.07 1.96 

Weekly Earnings. Dollars July 82.99 82.80 78.60 
PERSONAL INCOME* $ Billions July 346 345 326 

Wages & Salaries. $ Billions July 241 240 226 

Proprivtors’ i $ Billions July 51 51 50 

Interest & Dividend $ Billions July 31 31 30 

Transfer Payments $ Billions July 21 22 19 

Farm | $ Billions July 15 16 15 

CONSUMER PRICES. «*1:947-'9-100 June 120.2 119.6 116.2 

Food. 1947-'9-100 June 116.2 114.6 113.2 

Clothi 1947-’9-100 June 106.6 106.5 104.8 

Housing —— | 1947-’9-100 June 125.5 125.3 121.4 

MONEY & CREDIT 

All Demand Deposits* $ Billions June 107.2 106.6 1067 

Bank Debits*—g $ Billions June 77.7 85.4 75.7 

Business Loans Outstanding—c___| $ Billions June 32.5 32.5 28.8 

instalment Credit Extended* $ Billions June 3.4 3.5 3.0 

instalment Credit Repaid*___.._____ | § Billions June 3.3 3.3 3.0 

PEDERAL GOVERNMENT 

Budget Receipts $ Billions June 11.6 5.3 11.6 

Budget Expenditures__— $ Billions June 6.2 5.9 6.9 

Defense Expenditures__-_.-£_| $ Billions June 3.8 3.9 46 

Surplus (Def) cum from 7/1______ | $ Billions June 1.6 (0.6) 1.6 





PRESENT POSITION AND OUTLOOK 


uptrend greatly reduces its significance. 
Typically, revivals of consumer buying 
in the postwar years have been charac 
terized by sudden and pronounced ex 
pansions in the demand for durables 
notably automobiles. Throughout _ the 
period for which the retail trade figure 
now show an increase, durables volume 
has evinced a slight but persistent weak 





ness. One can hardly make much point | 
advance until it is | 
turned into a fullscale expansion by | 


of the retail 


a recovery in the critical consume 
durables markets. 


7 * * 


MONEY COSTS — they are one of the 
key elements in the business news. Fol- 
lowing several further advances in mar 
ket rates on short-term paper, and fur 
ther advances in the yields on public 


and private bonds, the Federal Reserve's | 


Board of Governors approved a further 
elevation of the discount rate by nine of 
the 12 District banks. By late August, the 
rate structure had obviously taken 
another sharp turn toward tightness. 

The effects of this new elevation of 
interest rates are still being hotly de- 
bated, in corporate offices as well as in 
Senate hearing rooms. One effect is, 
obviously, to wash out whatever benefits 
might have accrued to the housing mar- 
ket from the recently approved rise in 
FHA interest rates to 514%; that rise 
now appears to have very minimal sig- 
nificance for the housing market. The 
rise in the prime rate — affecting the 
nation’s largest corporations, with very 
large inventory holdings — has probably 
had a further squeezing effect on inven- 
tory policy, and hence a further down- 
ward pressure on the prices of many 
raw commodities (including some com- 
modities, such as nonferrous metals, 
which have already been squeezed very 
badly). And of course it has played a 
role in the statistical position of the 
stock market; yields on equity securi- 
ties are now being compared to con- 
siderably higher yields on corporate 
and municipal bonds. 


* * * 


ON PERSONAL INCOME — between the 
first and second quarters of 1957, per- 
sonal incomes, before taxes, increased 
by about $5 billion (annual rate). Most 
components of total personal income — 
wages and salaries, dividend income, 
rental and interest income, etc.—changed 
by about 1%, or a fraction of a per- 
cent. But so-called “transfer payments” 
— payments by government for social 
security veterans’ benefits and similar 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
















































































- -1957 1956 - 
SERIES Wl I IV ul 
Quarter Quarter Quarter Quarter 
| Gross NATIONAL PRODUCT____ 433.5(e 429.1 426.0 410.8 
Personal C ption. 277.8(e) 276.7 272.3 265.0 
| Private D tic Invest 64.8(e 62.7 68.5 65.3 
| Net Foreign Investment. 3.5(e) 4.1 2.4 1.2 
| Government Purchases. 87.3(e) 85.6 82.8 79.3 
Federal 51.5(e) 50.3 49.0 46.4 
State & Local 35.8(e) 35.3 33.9 32.9 
PERSONAL INCOME 342.4(e) 337.7 334.5 325.3 
Tax & Nontax Payments_____ESEE 42.7(e) 42.2 40.5 39.5 
Disposable Income 299.7 (e) 295.5 294.0 285.8 
Consumption Expeaditures__  .__ 277.8(e) 276.7 272.3 265.0 
Personal Saving—d 21.9(e) 18.9 21.7 20.8 
CORPORATE PRS-TAX PROFITS* 43.9 45.6 42.4 
Corporate Taxes. 22.4 23.3 21.6 
Corporate Net Prof 21.5 22.3 20.7 
Dividend Payment 12.4 11.5 12.0 
Retained Earnings 9.1 10.8 8.8 
PLANT & EQUIPMENT OUTLAYS____ 37.3(e) 36.9 36.5 34.5 
THE WEEKLY TREND 
Week Latest Previous Year 
Unit Ending Week Week Ago 
| MWS Business Activity Index*___ | 1935-’9-100 Aug. 10 288.4 289.8 263.7 
| MWS Index—per capita* 1935-’9-100 Aug. 10 219.2 220.2 203.6 
| Steel Production % of Capacity Aug. 17 81.9 79.8 87.5 
Auto and Truck Production Thousands Aug. 17 148 137 127 
| Paperboard Production Thousand Tons Aug. 10 | 279 283 276 
Paperboard New Orders Thousand Tons Aug. 10 272 359 272 
| Electric Power Output* 1947-'49-100 Aug. 10 225.9 234.8 217.7 
Freight Carloading Th d Cars Aug. 10 | 740 74) 715 
Engineering Constr. Awards $ Millions Aug. 15 | 412 298 258 
| Department Store Sales —_—.| 1947-’9-100 Aug. 10 110 104 107 
Demand Deposits—c____._____| $ Billions Aug. 7 55.1 55.6 55.4 
Business Failures__._...... | Number Aug. 10 265 281 229 














PRESENT POSITION AND OUTLOOK 





programs — increased by about 8%. 
These payments are not made in return 
for labor or service rendered (that, 
fact, is the definition of a transfer pay- 


ment). Transfer payments now amount | 


to over $21 billion a year. Here's 


in | 





aia 


| 


one place to look for the seeds of | 


“creeping inflation” 


* * * 


AUTOS AGAIN — six months ago, it 
was popular to say that even if auto 
sales stay no better than in 1956, it 
would be possible to produce more than 
in 1956, because inventories of cars 
were below their 1956 levels. The facts 
worked out pretty much as described: 
sales continued to cling to 1956 rates, 
while production climbed cheerfully 
ahead of 1956. Result: dealer stocks 
have now swelled to the highest post- 
war level on record for mid-summer, 
and dealers have close to a 45-day sup- 
ply on hand at current sales rates. Unless 
sales volume picks up notably from its 
relatively slack pace of July and early 


August, the clear-out of 1957 models | 


to make way for the 1958’s may be 
much more hectic than the industry 
wishes. It all depends on sales rates 
now; it’s already too late for producers 


to alter their production schedules for | 


1957 models, without prohibitive wastage 
of parts and materials already ordered. 





Seasonally adjusted. (a)—Private starts, at an 


able income over personal consumption expenditures. 


na)—Not available. (r)—Revised. Other Sources: 


nual rates. 
(e)- 


(b)—F. W. Dodge, for 48 states. 
(f)—Estimated by Council of Economic Advisors. (g 
Securities & Exch. Comm., 


Estimated. 
Federal Reserve Bd., Commerce Dept., 


(c)—Weekly reporting member banks 


d) Excess of dispos 
337 non-financial centers. 
Budget Bureau 
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1957 Range 1957 1957 
No. of 1957 Range 1957 1957 (Nov. 14, 1936 Cl.—100) High Low Aug.9 Aug. 16 
| Issues (1925 Cl.—100) High Low Aug.9 Aug. 16 100 High Priced Stocks ............. 236.9 215.6 226.5 222.7 
| 300 Combined Average ........... 346.6 322.3 333.0 326.4 100 Low Priced Stocks 415.8 383.1 390.4 383.1L 
4 Agricultural Implements ....... 282.4 247.1 249.8 247.1 | EEE 726.2 627.2 653.6 660.2 
| 3 Air Cond. (‘53 C1.—100) ...... 122.8 106.8 112.5 106.8L 4 Investment Trusts ................. 184.5 166.7 176.4 173.1 
9 Aircraft (‘27 Cl.—109) .......... 1388.8 1010.7 1024.9 1010.71 3 Liquor (‘27 Cl.—100) . 1094.5 965.2 985.0 945.3 
7 Airlines (‘27 Cl.—100) ........ 1002.5 711.8 731.8 711.81 9 Machinery .. saieeceaiainouianiiten 523.4 477.2 492.6 477.2 
4 Aluminum (‘53 CL—100) ...... 464.5 375.8 392.7 380.1 3 Mail Order TELEEE ES Oo 174.6 157.5 162.6 160.9 
} a 172.6 148.8 154.8 148.8L 4 Meat Packing ....................... 142.6 117.4 125.8 121.6 
| 9 Automobile Accesseries ........ 384.4 341.7 370.1 363.0 5 Metal Fabr. 53 ‘Cl.—100) 198.3 175.4 183.1 177.4 
See 54.3 47.6 51.4 50.5 10 Metals, Miscellaneous 420.9 376.4 396.6 400.7 
| 4 Baking (‘26 Cl.—100) . 29.7 26.3 29.2 28.9 I 1060.1 904.2 935.4 914.5 
| 3 Business Machines ............... 1285.3 956.2 1172.1 1120.7 22 Petroleum .. 914.4 749.7 856.8 832.0 
cc: ss Ee 652.3 556.6 604.4 592.4 21 Public Utilities 263.6 246.4 251.3 246.4L 
| 4 Coal Mining 25.1 22.0 22.3 22.0L 7 Railroad Setyane ane 91.4 82.7 84.4 83.5 
| 4 Communications 106.0 94.5 99.3 98.4 I i, 72.7 65.7 67.8 65.7 
PPI on ceccninssesecsescssenss 126.8 118.1 121.8 119.3 | | | ere 509.8 445.5 471.2 467.0 
SN 799.9 739.5 792.3 777.2 12 Steel & Iron ...................... ‘ 393.0 330.1 349.8 341.9 
7 Copper Mining ...................... 307.6 237.6 243.7 237.6L i IIIT siaccaussitvahichienmninencediciectgnniiia 116.9 97.9 105.5 103.6 | 
2 Dairy Products ................... ; 112.4 103.8 111.3 111.3 2 Sulphur on 924.7 815.4 865.8 840.6 
6 Department Stores ............... 89.2 80.1 86.7 85.9 11 Television (‘27 Cl.—100) ..... 36.0 31.6 34.3 33.6 
5 Drugs-Eth. (‘53 Cl.—100) ...... 259.2 175.2 237.3 231.8 5 Textiles ......... 149.9 124.7 128.9 126.1 
6 Elec. Eqp. (‘53 Cl.—100) ...... 244.4 215.0 230.8 224.0 3 Tires & Rubber 197.6 164.0 184.5 180.8 
2 Finance C i 584.5 525.0 552.3 546.9 . 2. 91.3 87.0 91.3 Ad | 
6 Food Brands .... — son 264.0 269.4 266.7 2 Variety Stores 273.7 255.6 258.2 255.6 
3 Food Stores ...............cccssveee 183.9 153.8 183.9 182.2 15 Unclassif’d (‘49 Cl.—100) 168.9 153.8 164.4 161.4 | 
| 
L—New Low for 1957. 








1957 





















Trend of Commodities 





SPOT MARKETS — Sensitive commodities drifted lower in the 
first half of August and the Bureau of Labor Statistics’ index 
of 22 such comodities lost 0.9% in the two weeks ending 
August 16. Weakness in metals was pronounced, with copper 
serap, tin and scrap steel all behind minus signs. The metals 
component of the BLS index lost 1.8% during the period. 
Food, raw industrial materials and textiles also declined. 
Meanwhile, the comprehensive weekly index of wholesale 
prics, compiled by BLS, rose 0.2% in the week ending August 
6 and gave up half of this in the week ending August 13. So 
far higher interest rates and their restraining effects on inven- 
tory accumulation have depressed sensitive commodities but not 
the broad average, which may, however, be affected later on. 


FUTURES MARKETS — The majority of commodity futures were 
lower in the two weeks ending August 16. The Dow-Jones Com. 
modity Futures Index was bolstered by strength in cocoa and 
as a consequence lost only 0.15 points in the period. 
Wheat Futures bucked the downtrend and the December 


option, for instance, rose 24% cents, reaching its best price in 7 


approximately four months. Main impetus for the advance 
came from the Agriculture Department’s estimate that this 
year’s crop (on the basis of August 1 data) would total 915 


million bushels, 25 million bushels less than it had forecasi a 7 


month earlier. Last year, the total Wheat crop amounted to 997 
million bushels. At August 16 levels wheat prices were close 
to support levels, making the loan program less attractive. 





WHOLESALE COMMODITY = 








130 


ALL COMMODITIES 
1947-49 — 100 


ene. ennell 


























120 











120661 


— NON.-FARM PRODUCTS 














110} A en aad viol LL 


1947-49 — 100 








100 





100 

















j~ 118 
90 Bam 
— 4116 


90 ( 

















80 15 fhe 
A IMJ iS iAl ay ~ 





80 ' RM PRODUCTS 

















70 ‘ 57 | >. 




















J | 


70 

































































607950 1951 1952 1953 1954 1955 1956 1957 SOXTMANTiasonD rman AsoND 









































BLS PRICE INDEXES Latest 2Wks. 1Yr. Dec. 6 
1947-49—100 Oate Date Ago Ago 194! 

all Commodities Aug. 13 118.0 117.9 114.7 60.2 
Farm Products Aug. 13 92.7 92.8 89.1 51.0 
Non-farm Products Aug. 13 125.6 125.5 122.5 67.0 
22 Basic Commodities Aug. 16 89.5 90.3 91.0 53.0 
9 Foods Aug. 16 85.6 864 83.6 46.5 

13 Row iInd’‘l. Materials Aug. 16 92.2 92.9 96.4 58.3 
5 Metals Aug. 16 102.0 103.8 1243 54.6 

4 Textiles Aug. 16 82.7. 83.1 78.3 563 








MWS SPOT PRICE INDEX 


14 RAW MATERIALS 
1923-1925 AVERAGE—100 


AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 


1957 1956 1953 1951 1945 1941 





High of Yeor 166.3 169.8 162.2 215.4 98.9 85.7 
low of Year 155.2 163.1 147.9 176.4 96.7 74.3 
Close of Year 165.5 152.1 180.8 98.5 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 





BLS INDEX 22 BASIC COMMODITIES 
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DOW JONES FUTURES INDEX 
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1957 1956 1953 1951 1945 1941 135 ” v 135 
High of Yeor 163.4 166.7 1665 2145 1064 846 150 
tow of Voor 1545 149.8 1538 1748 93.9 55.5 150 
Close of Year 162.7 166.8 189.4 105.9 84.1 FER. MAR. APR. MAY JUNE JULY AUG. 
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How much more strain 


can our schools stand ? 


Overcrowding is jeopardizing U.S. public school standards. 


But lightweight, low-cost steel offers a solution... 


Liverpool, N.Y. 
—People by the 
millions are con- 
cerned today by 
what is gener- 
ally described 
as “the plight 
of our public 
schools.” 

And, unfor- 
tunately, statis- 
tics seem to 
bear them out. Such a statistic as this, 
r instance, from the National Educa- 
tion Association News: “For three 
years in a row, the Office of Education 
has asked the state school agencies to 
report on the number of pupils in 
excess of normal capacity of the schools 
in use. For three years in a row, the 
figure has been about the same—24 
million children above capacity.” 

The results, as Dr. Frank Mosher, 
superintendent of schools in Liverpool 
(a suburb of Syracuse) points out, are 
all too familiar. Two or more “‘shifts” 
of students a day—each student pos- 
sibly losing an hour or more of teach- 
ing instruction each day. And ancient 
structures, empty stores, church base- 
ments and even homes pressed into 
service for needed classroom space. 





Dr. Frank Mosher 


_ 


A Nationwide Crisis 
A crisis? Yes. Its causes? Says Dr. 
Mosher: “School construction fell be- 
hind during the depression. It prac- 
tically ceased during World War II. 
And now, as a result of the enormous 
postwar birth rate, our school popu- 
lation is multiplying phenomenally.” 

Also, adds the educator, school 
facilities are often used after hours 
as community centers for civic and 
recreational affairs. Adult education 
classes, too, are multiplying, imposing 
a further strain on already inadequate 
school facilities. 

Faced with the suburban problem 
of low tax revenue, Liverpool school 
officials decided on the use of a com- 
paratively new school building mate- 
rial—Stran-Steel framing, a National 
Steel product—in the erection of two 
new schools totaling 44 classrooms 
plus other facilities. And right from 
the start the payoff was one of econ- 
omy—more, much more, for tax- 
payers’ dollars—plus speed and effi- 
ciency of construction. 

Matching strength and durability 
with any type of steel, lightweight 
Stran-Steel joists and other framing 
components proved far easier to 
handle and assemble. Furthermore, 





delivery was prompt and dependable; 
there were none of those costly delays 
that often hold up construction. 

From foundation to framing to ex- 
terior facing Liverpool’s two newest 
schools were erected in record time. 
Handsome and spacious, they can now 
relieve what was an almost intolerable 
strain of overcrowding. 

And they cost far less, too, than 
schools of comparable size built of ma- 
terials other than Stran-Steel struc- 
tural products. Example: Chestnut 
Hill Elementary (50.028 sq. ft.) cost 
$686,384—a saving of $177,599 over 
the N.Y. state median cost of 
$863,983. And the Chestnut Hill Jr. 
High (55,835 sq. ft.) cost $855,392 
$108,762 less than the state median 
cost ($964,154) for the same size school. 


National's Role 


Stran-Steel framing and other archi- 
tectural products are typical of the 
products developed by National Steel 


NATIONAL STEEL 


GRANT BUILDING 





to help serve America better. The prod- 
ucts reflect National Steel’s unchang- 
ing policy of producing ever better 
and better steel, for ever more 
purposes .. . of the quality and in the 
quantity wanted, at the lowest possi- 
ble cost to our customers. 

+ wv wv ¥® 
For new catalog giving informationon all 
Stran-Steel products—for use in insti- 
tutional, industrial and commercial 
building construction—write to Stran- 
Steel Corporation, Detroit 29, Michigan 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Stran-Steel Corporation + 
Hanna Iron Ore Company ¢ National Stee! 
Products Company « The Hanna Furnace 


Cerporation ¢ National Mines Corporation 
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PITTSBURGH, PA. 





































The Awful Problem of 
Overlapping Taxes 





(Continued from page 693) 


national network. In the first 
Eisenhower year, grants to the 
states had reached $2.6 billion, 
amounting to one-fourth of the 
$10.5 billion states were raising 
for all local purposes. The num- 
ber of functions into which Wash- 
ington had stepped, grew to more 
than 40 types. 

The same story is true of tax- 
ation. Prior to 1913 there was 
little tax duplication between Fed- 
eral and state governments. The 
Federal Treasury relied on cus- 
toms duties, a source of taxation 
ceded to the Federal government 
by the states in the U. S. Consti- 
tution. Today duplication is the 
rule. In 1913, state and local gov- 
ernments spent almost three times 
as much money as the Federal; 
today the positions are reversed. 


Centralized Government 
Syphons Taxes 


A glance at history supplies the 
reasons. Two world wars plus a 
major depression in one genera- 
tion coupled with the long term 
worldwide drift toward big gov- 
ernment and planned economy 
were the potent forces. Most Fed- 
eral intrusion into local affairs 
had its genesis in the 1930’s. The 
depression found states unpre- 
pared to discharge their respon- 
sibilities in the fields of welfare 
and health. Washington stepped 
in, 

As central government grew 
bigger, more money was needed 
to meet the calls and states were 
elbowed out. The Hoover Com- 
mission summed it: “The national 
need for revenue has caused the 
Congress in some instances to 
utilize productive tax sources that 
could be used just as effectively 
by state or local governments. In 
this manner the circle widens. 
Under pressure to meet needs, 
Congress appropriates more for 
grants; the national tax base is 
expanded, which makes it more 
difficult for state and local gov- 
ernments to secure their own rev- 
enue, and hence stimulates pres- 
sure for more and more groups 
for more and more grants.” 

Forgotten was the admonition 
of Thomas Jefferson: 

“To the united nation belongs 
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Percentage Distribution of Federal, State, 
and Local Government Tax Receipts’ 


Selected Fiscal Years 1902-1956 


Year Total Federal State Loco 
1902 100.0 37.5 11.3 51.2 | 
1913 100.0 29.5 13.2 57.3 | 
1922 100.0 47.7 12.3 40.9 
1927 100.0 35.4 17.1 47.5 | 
1932 100.0 22.7 23.7 53.6 | 
1934 100.0 32.9 22.5 44.6 | 
1936 100.0 36.4 25.0 38.0 | 
1938 100.0 417 26.9 31. | 
1940 100.0 39.4 29.1 31. 
1942 100.0 58.2 21.7 20.) | 
1944 100.0 80.6 10.4 9.0 | 
1946 100.0 77.3 12.2 10.2 | 
1948 100.0 73.6 14.3 12.1 | 
1950 100.0 69.0 16.4 146 | 
1952 100.0 75.5 13.3 12 | 
1953 100.0 75.2 13.2 11.5 | 
1954 100.0 74.3 13.6 12.1 | 
1955 100.0 72.1 14.5 13.5 | 
1956 100.0 72.3 147 13.¢ | 
: —" a 
(a) Detail will not necessarily add to totals because of rounding. 











our external and mutual rela- 
tions; to each state severally, the 
care of our persons, our property, 
our reputation and religious free- 
dom.” 

How far government has re- 
treated from this Jeffersonian ad- 
vice is depicted in the printed 
Budget for Fiscal Year 1958, sub- 
mitted by President Eisenhower. 
Three pages of small type are re- 
quired to set out the titles, and 
statistics, on more than $5 billion 
of Federal money recommended 
for transmittal to the states. 


Reallotment of Fields of Taxation 


The U. S. Chamber of Com- 
merce is plugging for a realloca- 
tion based on protracted studies 
and note-comparing with other 
research groups. There is basic 
agreement that the following Fed- 
eral grant programs should con- 
tinue: 

Highway grants 

Airport grants 

Civil Defense grants 

Fish and Wildlife Restora- 
tion grants 

Agricultural Experiment Sta- 
tion grants 

Agricultural Extension Serv- 
ice grants 


THE 





Research and Marketing Act 
of 1946 grants (coopera- 
tive marketing) 

State and private forestry 
operation grants 

The Chamber proposes, again 
with evidence of some general 
indorsement, that the following 
fields be transferred to states and 
grants therefor ended: 

Public Assistance grants: 
Old-age assistance; aid to 
dependent children; aid te 
permanently and totally 
disabled; aid to the blind 

Children’s Bureau grants 

Education grants 

Vocational Rehabilitation} 
grants 5 

Unemployment compensation 
and employment service 

School lunch 

The Chamber proposes that the 
U. S. Treasury abandon Federal 
taxes on the following items, leav- 
ing the field exclusively to the 
states: 

Admissions tax; club dues 
and initiation fees; local 
telephone service tax ; coin- 
operated amusement and 
gaming devices; leases of 
safe deposit boxes; bow!- 
ing alleys, pool tables, etc; 
unemployment tax; estate 
and gift tax. —END J 
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vy : | A welder joins sections of pipe line which will carry Barinas crude to market. Unlike practice in this country, in Venezuela pipe line is left above ground. 
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tally Making History in Venezuela 
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s 
tion Deep in the heart of Venezuela, Sinclair's persist- pany and runs 212 miles from Barinas to historic 
ence in the search for oil is reaping its reward. That Puerto Cabello on the Caribbean. 
ation nation’s most remote oil field, the Barinas field, will The Barinas field is an important addition to the 
7€ j soon send its first oil to market. The volume will growing list of U.S., Canadian and Venezuelan 
' ve — > m 
t] f about double the crude output of Sinclair's sub- fields brought to life under Sinclair's expanded 
1e5 o Be , . , 

lear sidiary, Venezuelan Petroleum Company. crude production program. 

eav- For almost 30 years, Sinclair scoured the Barinas _ 


theg Basin. Its first well in ‘31 was dry, but exploration 
continued. Four years ago a wildcat well found oil. 7 i | Cc i A f ee 


a Subsequent wells did, too — enough oil to make 
oin-F practical the longest pipe line yet built in Vene- A Great Name in Oi/ 
and zuela. Now near completion, this large-diameter 
of | line is being built in conjunction with another com- 
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What Second Quarter 
Earnings Reports Reveal 





(Continued from page 699) 


after higher margins, came to 
$1.00 per share in the second 
quarter, versus 85¢ last year. 

Pittston Company, a holding com- 
pany with diversified coal, gas and 
transportation interests, scored a 
sharp turnaround from last year’s 
depressed second quarter. With 
start up costs of new mining op- 
erations out of the way earnings 
more than doubled, climbing to 
$1.72 per share from 84¢ in the 
Same period a year ago, on a 
mvuuerace sales aavance. Further 
profit margin improvement is ex- 
pected as the year progresses, so 
full year returns should surpass 
the $7.53 earned last year by a 
substantial margin. 


Resemblance to 1956 


When the total picture is 
viewed, the business outlook is 
quite similar to the same period 
a year ago. Then, as now the ma- 
jor business worries were tight 
money and mounting operating 
costs—and the things people were 
watching most closely were in- 
ventory trends and the outlook for 
new model car sales in the fall. 

The difference this year is not 
in the possibilities for a business 
pick up, but in the virtual cer- 
tainty that the competitive strug- 
gle is becoming more acute, The 
business is still there, but fewer 
firms are getting it. For perhaps 
the first time in the post war era 
we are moving into a period in 
which management’s foresight in 
introducing drastic cost cutting 
devices during the lush years, and 
its ingenuity in meeting competi- 
tive challenges will be the most 
important determinants of indi- 
vidual company performance. 

—END 





Financial-Economic Trouble 
Spots Around the World 





(Continued from page 705) 


men in Buenos Aires are relieved 
that the most extreme elements 
did not achieve a clear-cut victory, 
they do not conceal their fear 
that the delegates to the new con- 
stitutional convention may seek 
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popular favor by loading the new 
constitution with stringent provi- 
sions against foreign investors. 

The effect of these policies on 
future Argentine balance of pay- 
ments is easy to imagine. The 
Government’s seizure of foreign- 
owned power facilities has cre- 
ated an investment climate which 
is hardly conducive to the healing 
flow of foreign capital resources 
to Argentina. Moreover, Buenos 
Aires continues to be vacillating 
and indecisive in setting an ex- 
ternal value to the peso. As yet 
the Government has shown no 
disposition to devalue the peso 
from the official rate of 18 pesos 
to the dollar, although the free 
market rate has been around 43 
to the dollar and would be much 
higher if it were not buttressed 
by a wall of import restrictions. 
The Government has preferred 
to adopt complicated export sub- 
sidies, import surcharges and 
other similar expedients in order 
to avoid full evaluation. It is con- 
sidered unlikely that these stop- 
gap measures will prove effective 
substitutes for the much more 
forceful and basic revisions which 
are needed to correct the Argen- 
tine economy’s fundamental im- 
balance. 


Japan Slashes Imports 
Amidst a Boom 


The drain which has suddenly 
developed on Japan’s gold and 
foreign exchange reserves has 
brought about a belated but still 
timely attempt to face up to eco- 
nomic realities after an unin- 
terrupted period of prosperity. 
Scarcely a week has passed in the 
last several months without the 
adoption of new economic re- 
straints by Tokyo. The official dis- 
count rate has been raised twice, 
bank credit has been effectively 
curbed, imports have been s!ashed 
and energetic measures have been 
enacted to slow down capital in- 
vestment by private industry. 
These measures have been taken 
in the confident hope that they 
may lead to an improvement in 
the nation’s balance of payments. 
The speed with which they were 
adopted and the vigor with which 
they are being enforced offer 
every encouragement that the 
hope is not misplaced. 

Japan’s foreign exchange re- 
serves declined by $560 million 
during the first half of this year, 
leaving only $870 million in the 
coffers. And even this low figure 


THE 


is deceptive inasmuch as it con- 
tains $270 million in the form of 
trade surplus accounts with Indo. 
nesia and South Korea which can- 
not easily be utilized. The sober- 
ing implications of this situation 
could not fail to prompt forceful 
remedial action. Along with im- 
port curbs, Japan has devised a 
comprehensive export promotion 
program which will be the prin- 
cipal instrument of Nippon’s at- 
tempts to bolster her balance of 
payments position. Besides pro- 
viding for easier credit terms and 
greater tax benefits, the program 
is designed specifically to stimu- 
late exports of capital goods hy 
offering liberal payment terms to 
foreign buyers.. A striking fea- 
ture of the program is the sug- 
gestion that Tokyo supply lonz- 
term credits in Japanese yen ‘0 
southeast Asian countries in order 
to help them buy Nipponese ma- 
chinery. Tokyo also proposes *o 
extend the system of financing 
barter deals with letters of credit 
in Japanese currency. Other pro- 
visions of the plan include sim- 
plification of export procedures, 
export credits to foreign coun- 
tries and more public relations in 
overseas markets. 

There is no doubt that these 
measures, vigorously pursued, will 
meet with considerable success 
and obviate the adoption of such 
extreme formulas as exchange de- 
preciation. But Tokyo recognizes 
that these are merely temporary 
expedients and that a more com- 
prehensive and fundamental ap- 
proach to Japan’s basic, long-term 
problems is reauired, To this end, 
Tokyo has formulated a new plan 
for Nivponese participation in the 
development of southeast Asia. 
Essentially, the scheme envisions 
the establishment of a new insti- 
tution to distribute from $700 
million to $800 million worth of 
funds each year among southeast 
Asian countries. Tokyo confidently 
expects that the bulk of these 
funds will be provided by Wash- 
ington. But there is considerable 
doubt that Washington’s response 
will be favorable in view of grow- 
ing sentiment in U.S. Congress to 
curtail foreign aid. Moreover, the 
Asia Development Fund would be 
difficult to realize in any case be- 
cause of political and economic 
conditions peculiar to southeast 
Asian nations, Countries in that 
area suffer from acute shortages 
of foreign currency. None of 

(Please turn to page 734) 
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CAPTAIN OF THE TEAM THAT WON-—IN STYLE 


(AND WON CHEERS FROM THE BOARD OF PUBLIC OPINION) 





Contrary to what some people in Detroit think, the styling 


team at Chrysler Corporation does not have a crystal ball. 


It's simply that the forward-looking men who shape our 
cars know design and they know people—a combination 


that puts styling prediction on pretty solid ground, 


Awhile back, Virgil Max Exner, above, Vice-President and 
Director of Styling, predicted that people would go for a 
dart or wedge design because it’s the motion shape. It’s 


functional. Jet planes use it—so do missiles and racing boats. 


Last October, the five cars that bore the stamp of this con- 
viction—having been exhaustively tested, probed and 


proved at the company—went before the highest tribunal, 


you, the Board of Public Opinion. 


And then? And then history was made. People took in the 
look, lift and grace of this new shape of motion and loved 
it. They saw that the shape was built in, not added on. And 


Mr. Exner and his team 
of stylists were recently 
awarded the Industrial 
Designers’ Institute 
gold medal for estab- 
lishing continuity of 
design in the five lines 
of 1957 cars while main- 
taining separate design 
identity for each line. 
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they discovered that the engineering was every bit as daring, 


different and triumphant as the appearance. Torsion-Aire 


Ride . . . Pushbutton TorqueFlite transmission . . . Total- 
Contact brakes were real news, big news! And SO, 
shortly, were the sales figures. 

Today, it is clear that the switch is on to the cars of 


The Forward Look. One out of every five cars pure hased 


is a Plymouth, Dodge, De Soto, Chrysler or Imperial! 


How did it all come about? Virgil Exner would be the first 
to tell you: there’s a climate of vigorous thinking at Chrysler 
Corporation. It includes vastly expanding research, engi- 
neering and production facilities—a regrouping of manu- 
facturing operations for more efficiency and cost control— 


as well as an aggressive marketing outlook. 


In short, it’s The Forward Look 


that we hope will continue to win growing enthusiasm from 


and it points to progress 


you—the Board of Public Opinion. 


THE FORWARD LOOK 
CHRYSLER CORPORATION 


PLYMOUTH - DODGE - DESOTO - CHRYSLER - IMPERIAL - DODGE TRUCKS 
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D ROW: 


One of a series telling what Chesapeake and Ohio 
ts doing to make this a bigger, better railroad. 





How CsO got 
its trade mark 


hes-ie first appeared in Chesapeake and 


Dhio ; advertising 24 years ago, as a symbol 


; 
; 
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f Cé.O’s traditionally smooth track. 


ere is a difference in the way this railway 


maintained. But it isn’t done merely so that 
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Ilnian passengers can “sleep like a kitten™®. 
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Abbott Tie Machine, developed by C&O person- 
l, automatically removes and replaces ties without 
turbing adjacent roadbed, thus permitting trains to 
tinue operation without delays. 


Would you like a portfolio of pictures 
of Chessie and her family? Write to: 


The high standard of C&O’s programmed 
maintenance is good business for both the rail- 


road and its shipping customers. 


Over smooth track (new rail was laid on more 
than 2,100 miles of track within the past ten 
years ) coal and merchandise freight trains roll 
faster, more safely, and require less power. 
This smooth, fast transportation is a plus for 
freight shippers. They know this and prefer 


C&O’s dependable service. 


But a good roadbed is only one factor in pro- 
viding better railroad service. In the past dec- 
ade, C&O has invested more than a half bil- 
lion dollars in new cars, new yards, new piers, 
new signal systems, new car building facilities 
and other improvements that contribute to 
more efficient operation and better transporta- 
tion service for Chessie’s customers. 

With its thinking geared to tomorrow and the 
courage to translate vision into reality, 


Chessie’s railway keeps growing and going! 





hesapeake and Ohio 


Railway 


3807 TERMINAL TOWER, CLEVELAND 1, OHIO 
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them, therefore, would be in a 
position to invest foreign cur- 
rency in the proposed fund. Sub- 
scriptions to the fund in local cur- 
rencies would greatly limit the 
fund’s activities. In addition, 
Burma and a few other nations 
have indicated that they will op- 
pose the fund if membership re- 
quires restrictions on trade with 
China and Russia. 

Japan’s plans for organizing a 
far eastern trade area are moving 
ahead despite indications that the 
attitude of other nations in the 
region is lukewarm at best. Tokyo 
believes the scheme is needed to 
counteract the potential impact of 
the European Common Market on 
Asian trade. The project a!so has 
assumed a new urgency as the re- 
sult of the decision of many na- 
tions to step up their trade with 
Communist China. 

Several other moves are being 
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charted in Tokyo to strengthen 
Japan’s economic ties with the 
rest of Asia. Nippon’s Foreign 
Office will bolster its diplomatic 
staff throughout the Far East 
with young technical experts. 
These will advise the senior Japa- 
nese diplomat in each country on 
the drafting and implementation 
of economic development schemes. 
They will also assist local indus- 
trialists and government officials 
in planning new projects. The 
object of this policy is to convince 
Asian nations that Japan is ready 
and able to help them improve 
their economies. Tokyo also pro- 
poses to foster the notion that 
Japan is best qualified to perform 
these services. 

As an integral part of this 
broad plan, Japanese government 
subsidies to various technical co- 
operation and investment associa- 
tions will be increased sharply 
this year. These private groups 
have been specifically created to 
assist foreign industries and gov- 
ernments with their development 
plans. Further, the number of 
Nipponese technicians from pri- 
vate firms going overseas for pre- 
liminary surveys and consulta- 
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tions is expected to skyrocket thigne co 
year. Most of these services willhyer, s; 
be provided free. In additionjyay 1] 
large numbers of Asian technifolete , 
cians will be invited to Japan fothyarfar 
advanced training in their spehenefit 
cialties. Tokyo’s appropriationshestroy 
for this purpose will be increasedbeiying 
by 20% in 1957. he con 

The charter of the Nippones¢ional o 
Import-Export Bank also will il 


panies furnishing technical ass’st 
ance to overseas concerns. Thefion ear 
Bank also will be permitted tapbout $ 


ing capital to overseas companiesprity. | 
This marks a radical departurd@robabl: 
from the previous practice ofgersus § 
financing only exports of Nip§ a. th 
ponese machinery and equipment§yj), 
If successful, this plan may welffide, 
result in Tokyo’s virtual domigthe;s j, 
nance of Asian markets and econgg 4) 
omies, particularly in Burmaffyo 
Indonesia and the Philippines. 
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(Continued from page 717) 


enjoy a marked expansion in it 
business. A current developmen 
of significance has been the com 
pany’s award of an $8 millio 
contract for a 25,000 ton ore car 
rying vessel and a 20,000 ton bul 
carrier for an undisclosed 
amount. Although the company 
has not reported for the fisca 
year ended June 30, 1957, a pre 
liminary letter to shareholders in 
dicates that American Shipbuild 
ing will show a substantial lo 
for that period due to difficultie 
encountered in performing on i 
Navy contracts, This is in sharg 
contrast to the previous fiscal yeaj at 
(ended June 30, 1956) when tha e¢ th 
company earned $5.62 a share 
Thus, while this volatile stock soll 
off sharply, it is discounting al 
extraordinary loss not likely t 
recur. Over the longer term i 
prospects should be good. 

Bath Iron Works which is pri Newpor 
marily a builder of destroyers fogy Dock 
the Navy, is a company that hag!Pbuilde 
not participated in the shipbuild#® ©ne 0 
ing upsurge to the same extent ately in 
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How- 
yer, since the bulk of the World 
Var II destroyer fleet is now ob- 
olete or inadequate for modern 
warfare needs, Bath stands to 
benefit materially when new type 
jestroyers are needed. Besides re- 
eiving its normal share of orders, 
he company should obtain addi- 
jonal ones since many of the other 
builders are concentrating their 
fforts on commercial business at 
present, The company now enjoys 
good backlog, equal to $130 mil- 
ion earlier in the year, including 
bout $35 million for two newly 
lesirned guided missile destroy- 
rs nd $9.5 million for the design 
f tuese ships. Bath should have 
o trouble in getting steel since it 
s mainly doing defense work and, 
erefore, entitled to a high pri- 
rity. Earnings this year may 
robably be around $6 a share 
ersus $6.71 in 1956. 


As the largest domestic ship- 
uilcer, Bethlehem Steel has a de- 
ide’ competitive advantage over 
s in the industry because of 
s ability to tailor its steel pro- 
uction to the requirements of its 
hipyards. Also of interest, is the 
act that Bethlehem provides its 
wn engines for ship as well as 
eel. Bessie operates 12 yards 
ith 42 ways located on both 
According to the latest 
ata available, the company’s 
ipbuilding division accounted 
r slightly over 10% of total net 
ples last year or about $235 mil- 
n. Although it is impossible to 
timate profits (since the com- 
any does not release this infor- 
ation), it is probable that they 
count for an even larger pro- 
prtion. Order backlogs are also 
t reported by the company. 
owever, a recent news story 
ated that the Bethlehem Steel 
ipbuilding division’s backlog, 
cluding Navy orders, was over 
500 million against $270 million 
1956. A further indication of 
e large volume of shipbuilding 
andied is found in Bethlehem’s 
56 annual report where it is 
ated that there were orders on 
ind at the end of the year for 
vessels aggregating more than 
P million tons. These included 
ships for the U. S. Navy and 
tankers ranging up to 100,000 
adweight tons. 
Newport News Shipbuilding and 
Deck is the second largest 
Ipbuilder in the country. It is 
80 One of the largest of the com- 
Ptely integrated companies be- 
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REFINERS 
MARKETERS 


FRIENDLY COMPETITION 
INCREASES OIL PRODUCTION 


THE OIL BUSINESS is highly competitive. From the 
scramble for good oil leases to selling gasoline on 
the corner, oil companies never let up in the con- 
petitive battle. 


WHEN OIL WAS EASIER TO FIND some oil companies 
drilled fast, pumped oil until production went 
down, then moved to another location where new 
wells were flowing. Consequently, much good oil 
was left in the ground under the old wells because 
it was just too much trouble and too expensive to 
get it out. 








OTWATT 
Pi NA 


OIL BECAME MORE DIFFICULT TO FIND. 


FI. Deeper 
wells were drilled at ever-increasing costs. It was 
then that new ways were found to squeeze more oil 

from many of the old wells — this is conservation. 





Unitization Brings Higher Recovery For All Owners 





NEW PRODUCING METHODS GOT RESULTS. 
often desirable to drill new wells near the 
ones so water or gas can be forced into the 
formation, thereby pushing oil up the pipe to the 
top of the original well. Drilling these extra 
wells costs a great deal of money. So, it was de- 
cided to make arrangements to use other nearby 
wells, already drilled by competing companies, for 
gas or water injection. This cooperative venture 
is called "unitization.” 


a& 2s 
old 


However, 


THIS YEAR Sunray will participate in from 20 to 25 
new unitization projects. This means that the Com- 
pany should add more than 20 million barrels of oil 
to its reserves. The new 0il will be produced for 
the benefit of all America in a continuing conser- 
vation effort of which the oil industry is proud. 





D-X is the brand name of quality products manufactured 
by D-X Sunray Oil Company, a wholly-owned subsidiary 


SUNRAY MID-CONTINENT 
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NATIONAL STEEL 


Corporation 





111th Consecutive 
STEEL Dividend 
The Board of Directors at a 
meeting on August 14, 1957, 
| declared a quarterly dividend of 
one dollar per share on the capital 
| stock, which will be payable 
Sept. 12, 1957, to stockholders 
| of record August 26, 1957. 
| Paut E. SHRoaps 
Senior Vice President 











THE 
STANDARD REGISTER COMPANY 
Dayton 1, Ohio 


CASH DIVIDEND NOTICE 


On August 14, 1957, the Board of Directors 
| of The Standard Register Company au- 


be paid September 10, 1957, to stockholders 
of record August 30, 1957. 


August 15, 1957 J. H. NETH, Secretary 














thorized a dividend of $0.30 per share to 







UNITED FRUIT 
COMPANY 


233rd 
Consecutive 
Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared, 
payable October 15, 1957, to share- 
holders of record Sept. 6, 1957. 
EMERY N. LEONARD 


Secretary and Treasurer 
Boston, Mass., August 19, 1957 














(MACHINE AND | 
METALS, INC. 


535th Dividend 


A QUARTERLY DIVIDEND 
of SIXTY CENTS per share 
has been declared for the 
third quarter of 1957, pay- 
able on September 30, 1957 
to shareholders of record on 
September 16, 1957 


OCT RS cant 


















Robert G. Burns, Treasurer 
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ing equipped with machine shops, 
forging facilities and iron, brass 
and steel foundries. Besides build- 
ing various types of naval and 
merchant vessels, converting, re- 
pairing, reconditioning and re- 
building ships, it produces other 
products such as_ hydroelectric 
power plants, heavy machinery 
and castings, marine and special 
industrial paints and pressure 
vessels for such applications as 
petroleum refining and the high- 
potential field of atomic energy. 

According to the company’s last 
statement, its present backlog of 
around $362 million insures the 
shipyard of work through 1960. 
Significantly, a large percentage 
of the backlog is in commercial 
business, but it includes an order 
for a nuclear submarine for the 
Navy as well as the remainder of 
a $117 million contract for the 
supercarrier Ranger. Newport is 
further represented in the atomic 
energy field by a prototype of a 
nuclear-powered submarine which 
it is constructing in Idaho and 
should complete sometime next 
year. It does not appear likely 
that any more carriers such as 
the Forrestal and Ranger will be 
ordered, but the company has just 
received a tentative order for an 
80,000 ton nuclear-powered car- 
rier. 

Earlier this year, the company 
was only able to get about 65“ 
of its steel requirements, but at 
present, this situation has loos- 
ened up a bit and it is able to get 
more steel. Profits in the first six 
months of 1957 increased to $3.88 
a share from $2.49 last year. This 
was due to better profit margins 
written into later contracts. As 
the year progresses, the company 
feels the outlook will further im- 
prove. 

Another large factor in the in- 
dustry is Merritt, Chapman & 
Scott’s subsidiary, New York Ship- 
building. Merritt, Chapman (the 
industrial holding company of 
Louis Wolfson) sold part of its 
holdings in New York Ship sev- 
eral months ago. However, it still 
retains an 80% stock interest in 
the company. New York Ship- 
building’s backlog earlier in the 
year was around $284 million 
which was a new high. This figure 
was exclusive of the $110 million 
bid submitted for construction of 
the sister ship to the S. S. United 
States as a replacement for the 
S. S. America, in spite of the fact 
that the company is in a favorable 
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position to receive this contraet he do 
when funds are appropriated. eder 
The company’s largest single or. rch: 
der of about $120 million, is for tr 
the construction of the aircraft... 

: : oreig 
carrier, Kitty Hawk, which oma 
should take about four years tiBpoc. o 
build. A new graving or dry dock iak. 
has been built (for about $10 mil. ubsid) 
lion) specifically for the construc aty-.¢ 
tion of the Kitty Hawk which wil bad £0) 
be available for other projection da 
later on. The company also hasfon 7 
orders for three guided missil prog al 
destroyers, conversion of a criisfior, 
er, a submarine and six large ing th 


tankers. hom val 
Although Todd Shipyards ha 
been predominantly known as one Ce 


of the world’s largest ship re} air 
organizations, it has recently an} yw ,j), 
nounced plans to enter the shih, j. 
construction field. Todd, whiclfij, ,s 

has leased a shipbuilding yar§, . en 
from the Government on the V esi me? ze 
Coast, is actively seeking privat@inn. 
ship construction business. [I xport 

view of the need for ships com@pa,, 4 
bined with the company’s repuifpe ) ast 
tation in the field, it appears thai). y 
substantial business should bipany re 
forthcoming to Todd. The compa). ye 
pany does not release back loin g rec 
figures, but its orders include aljnq 3] ; 
$18.5 million guided missile défwo yey 
stroyer, a floating pile driver, @po}..)1y 
$10 million job for the Navy fafowoye, 
conversion of a cargo-passengéfarjne 

ship to a troop carrier and thréfompany 
barges. It also has an order fet prof 
the design and construction @ynq for 
twelve large dam gates for thhessels |; 
Rocky Reach Dam. Earnings la%$xe. Ay 
year amounted to $18.46 a shatp this jy 








against $7.07 in 1955. anv wil 
as not k 
Prospects For Shipping Companie§ 4) 0,-(, 
veen th 


Generally speaking, the outlo nd the } 
for domestic shipping companié ; 
rege ed and 
is fairly good. There has bee, p.,: 

o . la, I akis 
however, some weakness in th 
charter market. Recently, thoug “ 
the Maritime Administratit 


recent! 
e Boat 


 s bOrts Oo 
agreed to put back in its mo ™ : 
ball fleet 20 vessels to relieve arently, 

c a Ss . easing 


oversupply of U.S. flag carghy,, th 
ships. Chief contributors to tlhpciqy te 
softening in demand for vessel — or fe 
of course, was the reopening hes and : 
the Suez Canal and dwindling fog,’ 34 | 
eign aid shipments. For the mo... | 
part, it has been the independen 
who are suffering rather than tl 
larger companies. However, bu%fng p usin 
ness volume around the world § |. noer 
picking up, and shipping acti hips Hov 
ties over the long run, should enter thi 
flect this improving situation. Biv, . 
Another favorable factor fy. Adwa 


Vares, 
Former! 
ators in 


Gust ; 













itract 
lated, 
le or- 
is for 


he domestic shippers is that in 
wder to maintain an adequate 
erchant fleet, the U. S. Govern- 
ent uses the subsidy., system. 


rcraftioreign flag carriers’ costs are 
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‘Export Lines, 





ormally somewhat lower than 
hose of American flag vessels. To 
ake our vessels competitive, a 
ubs'dy is given on the difference 
tween domestic operating costs 


and “oing world rates. The Amer- 


can flag carriers will also benefit 
rom the Federal replacement 
rogvam since they will receive 
nore efficient vessels, thus enab- 
hem to compete more eco- 
jom cally with foreign shippers. 


Comments on Shippers 


W rile the U. S. shipping indus- 
ry is subject to intense competi- 
ion 1s well as sharp fluctuations 
n cemand, some companies 
merze as interesting specula- 
ions One case in point, American 
has experienced 
har» fluctuations in earnings in 
he ; ast, but on average has done 
air! well, Last year the com- 
bany reported profits of $9.53 a 
hare versus $3.82 in 1955 includ- 
mg credit adjustments of $0.66 
nd $1.23, respectively in these 
wo years. This year earnings 
probably won’t change too much. 
owever, under the Merchant 
farine Act of 1936, a shipping 
ompany that deposits its entire 
et profits into a capital reserve 
und for the construction of new 
essels is not required to pay 
pxes. American Export elected to 
0 this in 1956. Whether the com- 
any will do this again in 1957 
as not been decided as yet. 
American Export operates be- 
veen the U. S. Atlantic ports 
nd the Mediterranean, Adriatic, 
ed and Black Seas area and In- 
ia, Pakistan, Ceylon and Burma. 
recently applied to the Mari- 
me Board for permission to stop 
ports on the Persian Gulf. Ap- 
arently, business to India is in- 
easing as the company also 
ked the Board for additional 
bsidy to increase service to that 
buntry from a minimum 22 voy- 


‘Bes and maximum 26 to a mini- 


um 34 and a maximum of 50 
Wares. 

Formerly, one of the oldest op- 
ators in the intercoastal ship- 
ng business, American Hawaiian 
PD longer owns or operates any 
ips. However, it is planning to 
enter this field as soon as it re- 
lves approval from the Mari- 
e Administration, If its plans 
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jell, the company could become 
important in the “roll-on, roll-off” 
shipping industry. The company 
is awaiting Maritime Beard ap- 
proval of its application to con- 
struct as many as six 25 knot or 
eight 18 knot ships. The company 
is negotiating with the major 
shipyards for construction of its 
vessels. Originally, Newport 
News offered the lowest bid on 
the ships, but New York Ship 
has now expressed a strong in- 
terest in getting this business. 
American Hawaiian may split up 
the contract in an effort to receive 
earlier delivery. 

Moore-McCormack’s scope of op- 
erations has changed this year 
with the acquisition of the Robin 
Line, (formerly owned by Seas 
Shipping Company). With this 
acquisition, Moore-McCormack 
will now serve South and East 
Africa as well as South America, 
Scandinavia and the Baltic Sea 
ports. The Robin Line gives the 
company added diversification to 
its growing shipping business, At 
present, Moore-McCormack’s fleet 
consists of 43 cargo ships and a 
T-2 tanker with an aggregate ca- 
pacity of about 472,000 tons. 
Moore also operates two passen- 
ger lines under charter from the 
Maritime Administration. These 
two ships, however, are expected 
to be replaced early next year by 
two 23-knot combination vessels 
with capacity for over 500 pas- 
sengers and approximately 350,- 
000 cubic feet of dry cargo space. 
While it is hard to estimate what 
earnings will be this year (first 
half was $1.26 a share versus 
$1.15) there is no doubt that the 
acquisition of the Robin Line en- 
hances profit potentials. 

The North Atlantic routes are 
among the most heavily traveled 
in the world and competition here 
is understandably keen, particu- 
larly in the luxury passenger 
fields. Leading contenders for this 
business are the British, French 
and Americans, Representing our 
interests, the U. S$. Lines operates 
the S. S. United States, (the 
holder of the speed record be- 
tween New York and Southamp- 
ton) and the S. S. America (even- 
tually to be replaced by a larger, 
more modern ship). U. S. Lines 
receives most of its business from 
the trans-Atlantic trade with 
other service to the Far East and 
Australia. The company in its 
replacement program is planning 
to build ships that could be used 
to carry cargo through the St. 
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explains why the 
oreo we serve 
offers so much 
opportunity 
to industry. 

















Write for 
FREE 
COPY 

Box 899, 


Dept. 5, 
Salt Loke 
Gity 10, 

Utoh 


UTAH POWER 


Sic) meer 


Serving in Utah - Idaho 
Colorado - Wyoming 





National 
Distillers 
and 
Chemical 
Corporation 





2% STOCK DIVIDEND 
ON COMMON STOCK 


The Board of Directors has today 
declared a stock dividend of 2 per 
cent on the outstanding Common 
Stock, payable October 22, 1957 
to stockholders of record on Sep- 
tember 6, 1957. This is in addi 
tion to the regular quarterly 
cash dividends on the Common 


Stock PAUL C. JAMESON 
1957 Treasurer 





August 22 





Diamond 
Chemicals 


Regular Quarterly 
Dividend on Common Stock 


The Directors of Diamond Alkali 
Company have on Aug. 15, 1957, 
declared a regular quarterly 
dividend of 45 cents per share, 
payable Sept. 10, 1957, to holders 
of common capital stock of 
record Aug. 26, 1957. 
DONALD S, CARMICHAEL, Secretary 
Cleveland, O fue. 16, 1957 


DIAMOND ALKALI COMPANY 
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Lawrence Seaway. Operating 
profit in the first half of 1957 rose 
to $3.21 a share from $2.70 last 
year. 

While both shipbuilders and 
shipping companies can appar- 
ently look forward to smooth sail- 
ing over the horizon, there is the 
possibility of some rough weather. 
There is always the chance of 
cancellations in some shipbuilding 
contracts due to cutbacks in oil 
production and the availability of 
more tankers than necessary. 
Also, with money difficult to ob- 
tain, private shippers may be 








231st CONSECUTIVE 
CASH DIVIDEND 


A dividend of twenty-five 
cents ($.25) a share has 
been declared upon the 
stock of BURROUGHS Cor- 
PORATION, payable Oct. 21, 
1957, to shareholders of 
record at the close of busi- 
ness September 27, 1957 
SHELDON F. HALL. 
Vice President 
and Secretary 
Detroit, Michigan 
August 21, 1957 


Burroughs 

















Investment Help 
--Now Only $50 
Per Year 


Aim: Capital growth, Out- 
standing record of success. 
Serious investors write for 
free details. 


DAVID L. MARKSTEIN 


2232 Wirth Place, New Orleans 15, La. 








BUYERS WANTED 
FOR MINERAL RIGHTS 


Responsible Oklahoma parties desire mar- 
ket for prospective oil, gas and mineral 
lands or perpetual deeded rights therein, 
located in Oklahoma, New Mexico, Col- 
orado, Wyoming or other potential se- 
lected areas. Address: 

E. K. NORMAN, P.O. Box 1653, 

Oklahoma City, Oklahoma 
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compelled to delay vessels. 

The reactivation of many ships 
during the Suez Crises created an 
oversupply condition when this 
problem was finally settled. Be- 
cause of this, charter rates are 
now weak and will probably re- 


main so until this situation is 
digested. 

While the outlook for the ship- 
building and shipping indstries is 
basically good, one must realize 
that investments in these fields 
have been characterized by wide 
swings in earnings and security 
prices. —END 





Transportation: 
Airlines and Buses 





(Continued from page 718) 
are seriously impaired. 
Short Term Profit Outlook Dim 


In the light of the unfavorable 
C.A.B. ruling and the prospect of 
further deterioration in the load 
factor for major carriers, the out- 
look is not reassuring for profits 
over the near term. Moreover, 
the industry now is moving into 
the season of reduced travel, sug- 
gesting that revenues may be de- 
clining in the face of increasing 
costs for labor, replacement parts 
and other supplies — not to men- 
tion new airplanes that will be 
delivered in coming months. In- 
dustry observers estimate that in 
spite of plane retirements 
through the remainder of this 
year and 1958 it is quite possible 
that the potential passenger-car- 
rying capacity may rise another 
20 to 25 per cent. It seems un- 
realistic to think that available 
business will increase to that ex- 
tent. 

What the effect of jet trans- 
portation will be no one knows. 
Major air transport companies 
are planning on introduction of 
new type of planes late in 1959 
or in 1960, probably on a limited 
basis at first. If the public con- 
siders the modern mode of travel 
as safe and comfortable as the 
piston-engine powered planes now 
in use, the transition may be ac- 
complished with little or no in- 
terruption of the strong uptrend 
in passenger-miles served. There 
is no doubt, however, that if sub- 
stantially increased rates are re- 
quired to compensate for higher 
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costs of jet equipment, resistancef tal or 
to plane travel may be encoun-f tance 
tered. Time will tell. More im-§ costs | 
portant questions deserve consid-f duced. 
eration in this discussion, The 
jem co 
Jet Transport Financing an 
iV SO 
Probably the most worrisome Aig] ed 
factor contributing to a cautious - 7 
attitude toward shares of air) 7°” . 
transport companies is the prob. = 
lem of financing purchases of 1ev = _ 
jet transports to be delivere:| i) ne = 
another three or four years. Or baw ~~ 


ders placed with leading aircrafif the 
makers for jet planes indicat, 
that costs may range above $1. 
billion. This figure does not in 
clude expenditures being mad: b 
Capital Airlines to acquire Frit aw whe 
ish Viscount turbo-prop equip mes 7 
ment now being installed. O he th pore 
carriers may put into servic, 4 ki 
turbo-prop planes of domesti ie noe 
manufacture. Extent of the prob}? 5 

— not be 
lem is illustrated by the fact ‘ha = had 1 
equipment costs — not inclucin: on 
training expenses—may run thref) 

: . repl.iced 
to four times the net wort! jeldin 
domestic trunklines. oe hic 

Larger carriers have complctefiwas car 
arrangements for borrowingeate th; 
funds or for issuing additionaf planes 
securities. Projections of higheBas had | 
costs by the time of delivery # Anoth 
couple of years hence and grow§some lin 
ing indications of tightening ifwas the 
money rates appear to be accentuf that pre 
ating the problem. Wage increase§ should pb 
certain to be affected over tlftion of k 
next year or two appear destineHwhere sy 
to raise estimated costs of ne#fthe case 
equipment and spare parts. IPAirways, 
addition, training costs must Moperated 
added before the transports Cafranveme: 
be put into regular’ servit#seyera] o 
Whether they can offer economié§eause of 
sufficient to offset these factomoperated 
is a question. sought te 

In the comparatively recemold plane 
past—that is, since Korea—airlingtoward p 
have been able to effect economi#So long a 
with new planes either in pr@nsist on 
viding greater load factors or @profits to 
speed. Thus the Douglas DC-6§managem 
offered economies that enablét would « 
users to counteract rising mail 
tenance and operating costs. ( 
the other hand, the successor 
this plane, the DC-7 has prov@ If it we 
more expensive than had be@lvolved i 
anticipated. Increased costs #on of ; 
operating this plane have begWould wa 
more noticeable because of t™ttitude. ( 
decline in the load factor on magflons, whi 
routes where it has been put in™@etermini) 
service. In the case of Viscougfre reasor 
turbo-props introduced by CagPion, air t 
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tal on its popular medium-dis- 
tance flights, however, operating 
costs have been considerably re- 
duced. 

The second most serious prob- 


» iem confronting the industry—un- 


satisfactory payloads—is not read- 
ily soluble. Keen competition has 
invited increased travel on coach 
fights and on family-fare excur- 
sions With the result that narrow- 
profit margin business has in- 
ereased out of proportion to regu- 
lar service. 

Equipment financing plans 
have been further complicated by 
the decision of the Office of De- 
fense Mobilization to discontinue 
acce erated amortization allow- 
ances for commercial air trans- 
port companies in acquisition of 
new planes. Rising interest rates 
promise to add to the burden of 
the carriers as the time comes 
for taking down funds. Moreover, 
disposal of outmoded planes may 
not be so readily accomplished 
as had seemed possible a year or 
so avo. At that time liners being 
repliced could be sold at prices 
viel(ing profits above the figures 
at which depreciated equipment 
was carried. Now, surveys indi- 
cate that the market for used 
planes may not be as satisfactory 
is had been hoped. 
} Another factor 


handicapping 


tsome lines in disposing of planes 
iwas the decision of the C.A.B. 
that prorits on equipment sold 


should be applied toward reduc- 
tion of losses in operating routes 
where subsidies were claimed. In 
ithe case of Pan American World 
Airways, for example, which has 
operated under a subsidy ar- 
rangement in carrying mail on 
several overseas routes which be- 
cause of limited traffic must be 
operated at a loss, the company 
sought to have profits on sale of 
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old planes segregated and applied 
toward purchase of new liners. 
so long as regulatory authorities 
insist on utilization of plane sale 
profits to offset subsidy payments, 
Management has indicated that 
it would defer equipment sales. 


Air Travel Outlook Is Good 


_ If it were not for uncertainties 
nvolved in preparation for adop- 
ion of jet liners, the outlook 
ould warrant a more hopeful 
attitude. General economic condi- 
ions, which go a long way toward 
letermining first class air travel, 
ire reasonably assuring. In addi- 
ion, air travel fares are becom- 
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ing increasingly competitive with 
rail charges and are encourag- 
ing a rapid shift in customer 
preferences. The strong appeal 
of economy in travel time has 
accounted in no small measure 
for a steady growth in air trans- 
port traffic. 

Revenue passenger-miles likely 
to be served by the dozen domes- 
tic trunk airlines may range 
above 23 billion miles this year, 
against 21.7 billion for 1956, a 
new high record. Smaller carriers 
awarded new routes in the last 
two years are expected to con- 
tribute outstanding gains as new 
equipment is put into service. 

Taking a brief look at several! 
individual carriers as a means of 
examining specific issues, it may 
be noted that earnings have been 
sharply reduced by uneconomic 
operations and by rising labor 
and materials costs. One carrier 
estimated that the recent wage 
negotiations settlement added an 
indicated $1.7 million to labor ex- 
penses on an annual basis, United 
Air Lines has estimated its gaso- 
line bill will be enlarged by al- 
most $2.3 million this year if the 
same quantity used in 1956 is con- 
sumed this year. 

American Airlines experienced 
a considerable decline in net 
profit in the first six months at 
67 cents a share, compared with 
$1.22 for the first half of 1956. 
Full year’s results may approxi- 
mate $1.75 a share, against $2.40 
a year ago. This would seem 
ample to warrant maintenance of 
the $1 dividend rate, 

Delta Air Lines, one of the smaller 
units, has shown impressive gains 
in revenue in the last couple of 
years. Earnings for the fiscal year 
ended June 30 were handicapped 
by non-recurring expenses in- 
volved in breaking in the new 
Atlanta-New York route, which 
promises to become more profit- 
able in the years ahead. 

United Air Lines also experi- 
enced a downtrend in earnings 
in the first half, net income slip- 
ping back to 88 cents a share 
from $1.64 a year earlier. The 
full year’s results may not exceed 
$3 a share, against $4.55 for 
1956. The modest 50-cent divi- 
dend rate may be supplemented 
by a stock distribution. 

Western Air Lines has outper- 
formed its larger competitors in 
market popularity. Earnings 
have registered improvement in 
spite of rising costs and unusual! 
expenses in starting new routes. 





E.1.DU PONT DENEMOURS & COMPANY | 
|} Pon 


Wilmington, Del., August 19, 1957 


The Boord of Directors has declared this 
doy regular quarterly dividends of 
$1.12% a shore on the Preferred Stock 

$4.50 Series and 87'/2¢ a share on the 
Preferred Stock—$3.50 Series, both poy 
able October 25, 1957, to stockholders 
of record at the close of business on 
October 10, 1957; also $1.50 a share on 
the Common Stock as the third quarterly 
interim dividend for 1957, payable Sep- 
tember 14, 1957, to stockholders of rec- 
ord at the close of business on August 
26, 1957 


P. S. pu Pont, 3RD, Secretary 



































DETROIT 
STEEL 
CORPORATION 


COMMON STOCK DIVIDEND NO. 110 


On July 26, the Board of 
Directors voted a quarterly cash 
dividend of $.25 a share on the 
Common Stock payable September 
12, 1957, to holders of record at the 
close of business August 30, 1957. 


R. A. YODER 


Vice 


1957, 


President—Finance 











T 
| Johns-Manville 


Corporation 
DIVIDEND 


The Board of Direc- 
tors declared a quar- 
terly dividend of 50c 
per share on the 
Common Stock pay- 
able September 13, 
1957, to holders of 
record September 3, 
1957. 


un 


ROGER HACKNEY, Treasurer 











| ANACONDA 


| DIVIDEND NO. 197 
August 22, 195 
| the Board of Directors of 
THE ANACONDA COMPANY 
has today declared a dividend 
of One Dollar ($1.00) per 
-hare on its capital stock of 
the par value of $50 per share, 
pavable September 27, 1957, 
to stockholders of record at 
the close of business on 
Sep mber ~ 1957. 

Cc. EARLE MORAN 


Secretary and Treasurer 
| 25 Broadway, New York 4, N. Y 
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Full year’s result may compare 
favorably with the $3.91 a share 
of 1956. The management has not 
decided on replacing its planes 
and has not made plans for finan- 
cing such a program. 


Bus and Truck Companies 


Other transportation systems 
reviewed in this discussion are 
far less important to the investor 
because they are represented by 
fewer equities. Local bus systems, 
represented by National City Lines, 
operating through subsidiaries in 
some 14 states, have been seri- 
ously handicapped by rising labor 
costs and competition from pri- 
vate automobiles. Prospect of 
further deterioration in earning 
power poses a threat to the com- 
pany’s indicated $2 dividend rate. 

Over-the-highway bus travel, 
exemplified by Greyhound Corp., 
appears to have been gaining 
ground with the introduction of 
more attractive equipment and 
with the benefit of intensified 
promotion, Greyhound also has 
moved into the rent-a-car line 
with a program of diversification 
that includes operation of motels 
and wayside inns. Management 
appears intent on obtaining high- 
er returns on facilities operated. 
Heavy labor costs impose a seri- 
ous handicap, but moderate im- 
provement in earnings may be 
anticipated. 

Another activity grouped in 
this category is highway freight 
movement, represented by U.S. 
Freight, the largest domestic 
freight forwarder. Intercity truck 
operations enable shippers to 
utilize its services for movement 
of goods from point of origin to 
point of destination. Earnings 
have shown steady improvement 
in recent years and are expected 
to reach a record high this year. 
Absence of debt and preferred 
stock heightens the above-aver- 
age appeal of the shares. 

Brief observations just pre- 
sented are supplemented by the 
tabulation of pertinent statistics 
on earnings and capitalization 
accompanying this discussion. 
For the most part, the stocks in 
these groups have relatively less 
appeal at the moment than issues 
in other industries. —END 
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First Hand Facts on Orders 
for Aircrafts and Missiles 
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ago. However, changes have raised 
this price to above eight million. 
USAF officers have asked for a 
new model J-57 engine with many 
titanium parts and this could 
raise the cost to above nine mil- 
lion. Other officials desire to add 
additional electronic equipment. 
A new wing section is being de- 
veloped that will add an undis- 
closed amount to the price. 

15 B-52’s at over nine million 
each plus 15 of their K-135 aerial 
tankers at over 4 million add up 
to a sizable percentage of all Air 
Force expenditures. 

The B-58 has twice the speed, 
about 50 per cent higher ceiling, 
weighs only one-third as much 
as the B-52 now being made. All 
top Air Force pilots want this 
latest model bomber and many 
would agree to reducing the B-52 
schedule to 12 or even 10 per 
month to secure funds to have it. 

They point out that because of 
its size and flight performance it 
is only one-twentieth as vulner- 
able as the B-52. Its light weight 
means that runways would not 
have to be rebuilt as is the case 
in many B-52 airbases. 

Convair, a division of General 
Dynamics Corp., is building two 
new USAF fighters, the F-102 and 
the F-106, at their San Diego 
plant. They are prepared to go 
into quantity production at their 
Forth Worth factory on the B-58. 
General Dynamics has a healthy 
backlog of shipbuilding and other 
military business (see June 8th 
issue). 

Boeing recently received a $139 
million contract for the produc- 
tion of the Bomarc guided mis- 
sile, a nuclear carrying: weapon 
of over 150 miles range. It is a 
weapon which many believe will 
make the expensive Nike installa- 
tions obsolete. 

Reports are current that Boeing 
would like to take over the Martin 
Co. Martin’s contracts for sea- 
planes, guided missiles (Matador, 
Lacrosse and Bullpup) and the 
ballistic missile Titan would fit 
well into Boeing’s framework. 

Lockheed attempted several 
months ago to close a consolida- 
tion. It was vigorously denied un- 
til after the negotiations failed. 
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German Currency Moves? | ‘°° : 
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that devaluation has not reallypFor t 
taken place as yet. This would) 41? 'ns 
give him a chance to presenjern “u 


France’s case for a currency ref &O! 0m 
adjustment not as an isolated ae by tvo 
of weakness but as part of a reng the ove 
eral negotiated readjustmen’ off !a! 
European currencies. of the 
It is doubtful whether he carp ¥!! he 
accomplish this nimble feat. In. ~d iu 


side France, prices have so fa 
not gone up as a result of the d 
facto devaluation but neither has The G 
the gold hidden in the mattresse 
of France, against just such ap 
eventuality, been brought out 
Apparently, most Frenchmen fee 
that the government’s meas re abori 
were only the first in a series tg ??0"™" 
bring the franc more in line with 5 
the other currencies. It is true thay" od 
the daily loss of $8 to $9 million — 
in foreign exchange, due to specu present 
lation against the overvalues’, V4 
franc, has in the first few dayy cont of 
following the devaluation turned ere 
into a daily surplus of some $F lati ang 
million. But this could well b<" es 
due to just a temporary decline 0 oe 
bear speculation against th perry tar 
franc. More important is the fac undertal 
P ion. Th 
that black market franc quota Ltion is 
tions continue to be well abovw — = 
the new de facto rate of 42 ca . = 
francs to the dollar. Latest quota = - - 
tions in New York and Paris ar “ C . 
as high as 445. Another sign ¢ ory < 
lack of confidence in the finalitf, Fi 
of the French “backdoor” devai _ oy 
uation is a very strong flight @ ae 
short-term capital from Frend Sete 
to U.S. and, particularly, Cané — 
dian securities. This b 
All of this points to the likelipf the fe 
hood that the recent French atist tradi 
tion is really only the beginnitiWestern 
of a series of steps which méfyhich be 
eventually bring about a_basifhe dolla 
realignment of European curreffermany 
cies. The logical stage for suCHeficit gj 
action would be the forthcomiMbly mor 
IMF meeting in Washingtoind the 
Certainly, the French action Wiountries 
form a major topic of discussi@foy ayer 
there. And certainly, there w lancing 
be plenty of behind-the-scen@ray ing , 
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lore§ pressure to get France to devalu- 
OM pah ate her currency officially by at 
statis-§ joast 20 percent and discard her 
—ENDE new system of export subsidies 
and selective import restrictions. 
=—_! But France too will have her 
isay and it will not only be a de- 
ich- Ffense of her recent actions but 
es? Svery likely also a request for an 
; B up rd revaluation of the Ger- 
mar mark. In this she is very 
| likely to be joined by the major- 
ity of other European nations. 
For the conviction is rapidly 
gain 'ng ground throughout West- 
ern “uropean that the European 
ecor omic disequilibrium is caused 
by tvo equally important factors: 
the over-evaluation of the French 
frarc and the under-evaluation 
of ‘he German mark. Pressure 
will therefore be brought not only 
on i‘'rance but also on Germany 
to aljust her currency. 
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The German Currency Situation 


ear | 


e German currency problem 
is based on almost exactly the 
opposite set of facts than the one 
funder which France is currently 
“ve 1p abo ing. For various reasons the 
opmark is today the most under- 
e with. : ' . , 
Pvalued of the world’s major cur- 
ie tha ; O "Anc ee ite 
nillion rencies. ne reason 1s that its 
‘present parity with other curren- 
2. . - a. . r 
valueless Was fixed at a time when 
a ol most of Germany’s postwar re- 
areal construction was still to come. 
me $ sAnother reason is that Germany’s 
ell ;prelative freedom from defense 
line @eesPonsibilities has allowed a 
th ivery large capital program to be 
- fat undertaken without serious infla- 
notation The result of the undervalu- 
otal: : 
quo“fation is that German exports en- 
abov@.. , : 
f 49 joy a special advantage, and that 
aa ti Hmports to Germany tend to be 
ota - , ~ 
4s aneompa ratively expensive. In addi- 
jon een: German reserves have risen 
sali and are still rising in an almost 
“_pspectacular way. The mark has 





evai ; 2 
on qpecome the hard currency inside 
Trend ope and the European Pay- 
Cz na ents Union has been thrown off 

a 


Halance. 
.. {This becomes clear in the light 
likelipf the fact that Germany’s larg- 
ich atest trading surplus is with the 
inniWestern European countries 
h mévhich belong to the E.P.U. With 

basifthe dollar area, on the other hand, 
‘urreliiermany has a regular heavy 
r SuGHeficit since she buys consider- 
comubly more from the U.S., Canada 
inglnd the Latin American dollar 
on WiRountries than she sells to them. 
-uSSIG@iowever, she has no trouble fi- 
re Wiancing her dollar imports by 
-Scen@fraying on the dollar reserves of 
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most of her European trading 
partners. This is accomplished 
through the mechanism of the 
E.P.U. which stipulates that 75 
percent of all intra-European 
trading balances must be settled 
each month in gold or dollars. 
This means that each month Ger- 
many is raking in part of the dol- 
lar reserves of other European 
countries. In the first 7 months of 
1957 she ran up a surplus with 
the EPU in the amount of $943 
million. At the same time specu- 
lative movements of capital into 
Germany are further hastening 
that country’s hoard of gold and 
dollars which now totals almost 
$4 billion. Thus the EPU has be- 
come the German dollar source 
par excellence. 


Will the Mark be Revalued? 


The big question is, of course, 
how long this situation can con- 
tinue and what can be done to 
change it. German economics 
minister Ludwig Erhard himself 
has said that “The appearance of 
the European nations at the Ger- 
man counter each month handing 
in, like good little boys, their gold 
and dollar payments” can not go 
on indefinitely. Herr Erhard 
must be credited with having 
done more than just pay lip ser- 
vice toward the elimination of 
Germany’s strange case of Midas 
touch. He has reduced many im- 
port duties by 25 percent. He has 
abolished virtually all discrimina- 
tion against dollar imports (ex- 
cept in the important agricultural 
sector). The mark has been made 
de facto convertible for both resi- 
dents and non-residents. Ger- 
many has agreed to extend sup- 
plementary credits in the EPU 
and she has undertaken to deposit 
in sterling in London the whole 
of the $210 million needed to set- 
tle her postwar debts to the U.K., 
although she could have taken 
much longer to do so. 

All these are positive measures. 
But do they go to the root of the 
matter, namely the restoration of 
equitable trade relations between 
Germany and her neighbors with- 
out which the Common Market or 
any other European scheme is 
doomed to failure? The question 
is of importance not only to the 
dollar-losing countries but also to 
Germany herself. For a _ persist- 
ence of the present situation may 
in time impose such pressure on 
other European currencies that 
discrimination against Germany 





















































































might follow. Thus, the question 
of German currency revaluation 
is coming more and more into the 
foreground. It is increasingly felt 
that such a step is as much of a 
“must” as is a full-scale French 
devaluation. Hence the desire to 
tie the two together in an all- 
European currency readjustment 
which could possibly also affect 
such other currencies as_ the 
pound sterling, the Dutch guilder 
and the Italian lira. 


Pros and Cons of D-Mark 
Revaluation 


The mechanics of a mark re- 
valuation would be simple and 
some of its results are easy to 
foretell. By making the German 
currency worth more in terms of 
other currencies German exports 
would become more expensive 
while imports into Germany 
would become more competitive. 
Consequently, Germany’s trading 
partners would buy less from her 
but sell more to her. 

It is easy to see that such a 
tampering with Europe’s strong- 
est currency would please her 
inflation-ridden neighbors but 
would hardly be to the liking of 
most German business men who 
in the recent absence of a rapidly 
expanding domestic market—have 
come to rely increasingly on their 
export business. Their argument, 
which has now become their slo- 
gan, is that a healthy man does 
not need to be cured. If Europe’s 
other currencies are overvalued 
due to inflationary reasons, let 
them be adjusted downward be- 
cause they are the sick ones, not 
the strong and expanding Ger- 
man currency. These same circles 
point to France rather than Ger- 
many as the main cause for 
Europe’s internal trade imbal- 
ance. However, the fact is that a 
good many other countries with 


currencies much stronger than 
the franc are also increasing 
their deficit with Germany, as 


the following figures show: 


1956 Trade Deficit With Germany 
(in million marks) 
Switzerland 631 
Belgium 752 


Netherlands 660 
Austria 608 
Sweden 613 
Norway 458 
France 337 


Actually, France’s trade deficit 
with Germany is quite small in 
comparison with that of some of 
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the other countries and the in- 
ordinate German surplus would 
therefore exist regardless of the 
value of the French currency. 

Another argument of the anti- 
revaluation group, namely that 
Germany needs her surplus with 
the E.P.U. in order to cover her 
rapidly growing deficit with the 
dollar area, does not cut much 
ice either with other European 
countries which have a dollar 
deficit of their own with North 
America. 

On the other side of the fence 
in the great currency debate are 
those that advocate revaluation 
as Germany’s contribution to the 
cause of European economic 
unity and those that advocate it 
as a preventative against domes- 
tic inflation. The first group prob- 
ably includes both Erhard and 
Chancellor Adenauer, although 
neither of them could afford to 
admit it publicly. Both these 
statesmen are filled with a genu- 
ine sense of mission regarding 
the achievement of European uni- 
fication. They know that suspi- 
cions against German economic 
policy still run high among Euro- 
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peans who remember the policies 
of Hjalmar Schacht in the late 
thirties. They would therefore 
like to make a dramatic unequi- 
vocal gesture to alleviate all 
inuendos that Germany is once 
more out to dominate the econ- 
omies of Europe. 

The anti-inflation advocates of 
revaluation consist largely of the 
Social Democrats who feel that 
only through such a grand solu- 
tion can Germany be saved from 
the inflationary fate of her neigh- 
bors. This group certainly has a 
point. The continuing piling up 
of money in payment of goods 
which are not consumed domes- 
tically but are sent abroad cer- 
tainly increases the available 
liquid funds without a corres- 
ponding increase in the available 
goods. By all definitions this 
should result in an inflationary 
situation. That it has not done so 
already is the essence of the Ger- 
man “economic miracle’’. 


D-Mark Revaluation and the 
German Election 


Thus, the revaluation problem 
is now bound up with internal 
German politics. If the Social 
Democrats win the elections to be 
held on September 15th—a pos- 
sibility but not a probability—re- 
valuation of the mark is d-finitely 
in the cards. If the Adenauer 
party wins it is less likely but 
still a possibilitv, notwithstand- 
ing minister Erhard’s recent 
categorical denial of it. —END 
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Spectacular Oil Industry 
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experience over the years in deal- 
ine with the near eastern men- 
tality—and if the current troubles 
are important, they are in es- 
sence no more significant than 
the whole history of difficulties 
which the oil industry has been 
surmounting in the area since it 
first went in there. The notable 
exception is the pressure from 
the Soviet Union to enhance its 
own influence among the nations 
involved. 

For the balance of this vear, 
then, the oil companies will have 
tougher sledding than they did 
in the first half, oth in terms of 
concrete earning and in terms of 
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emotional upset in connectioy 
with their holdings in the middk 
east. Until inventories arg 
brought into line performane 
cannot match the levels of the 





















first quarter, although ther ¢€ 
seems no reason to suppose Oper. 
ations will fall below the leve ill 
that prevailed at the end of the 
second quarter. Third and fourth 
quarter comparisons may no® be 
quite as favorable as the ‘irs For 
two periods, but on balance ful 
year results should better the§| Ther 
earnings performance of 1956. mort 
Certainly for the future th} 'te 
picture is as bright as it ever wasg| 7°" 
As difficult as it is for the indus§] Three 
try to maintain its supply-de§] your 
mand balance on a day to day] acwie 
basis, current supply is considerg| wher 
ably below readily anticipated de} p,.gr 
mand in the decade of the sixties 
and ridiculously under proje ted 
demand well into 1975. Furt ierf 
more, it is entirely conceivablg| "9% 
that current estimates of fu un 
demand may be grossly un lerg 
stated, since the advent of atomif} Progre 
energy in many countries w tidf 
up to now have been power p ork Project 
could provide a stimulant for aif] feke . 
unexpected level of oil consu at industn 
tion. Statistical studies indicatgl %°*' 
that as the use of electricity ip | Supply. 
creases so does the use of petrog) Chorts 
leum products. Therefore it — Ss 
~ : also D 
probable that the industry willl tc dete 
have to run even faster than it i 
doing now to keep up with rapf| °° 
idly developing new demand see 
Following are comprehensiv@| dete « 
comments, and dividend fore secvritk 
casts, on thirty important dome} telegra 
_ tic and international firms. you our 
Comments on — 
The Oil Companies tive Tre 
Following are comments on the co Weekly 
panies appearing in the tables on pag ponings 
710 and 711. nodl Geel 


For explanation of ratings on indi 
vidual companies, see note at end | 
comments on page 746. d 
Amerada: The company has a major pov Wa 
tion in the Williston Basin area, and hold 
leases covering approximately 125,000 acres 
A recent discovery in Sheridan County, Montan¢ 
may prove to be one of the most significon) 
finds of recent years in this area. Extensiv 
leases, total!ing 6.2 million acres are held ols Spe 
where in the United States. The company als 
has a good land position in Canada and if MO 
production here is growing at a rapid rate 
Finances are extreme'y strong. Another impoj SEF 
tant asset is the ownership of 489,000 sha 
of Levisiana Land & Exploration Co. com 
stock. Dividends tends to be moderate, but 
good rate of earnings growth should result 
some improvement in the cash pay-out. BT 












MO! 
SER 


mplete 
nce but 
ing on 
chec 
friptions 
teble 














Atlantic Refining: In recent years, the 
pany has placed heavy emphasis on achievi 
a better balance in its ratio of crude producti 
to refinery runs. This effort is reflected in 
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aggressive program involving acquisition and 
exploration in the United States, Canada and 
South America. Reserves of crude oil are large, 
equalling 61 barrels per share of common. Be- 
cause the company’s marketing activities are 
confined to the eastern seaboard of the United 
States, it constantly faces severe competition. 
However, the fact that Atlantic has moved so 
constructively to improve, by building up pro- 
duction, combined with its forefront position 
within a sound growth industry, the investment 
worth of its common stock over the long term 
should be enhanced. B2 


Cities Service: The company, jointly with 
Richfield Oil, recently announced the discovery 
of two wells capable of producing 2,000 barrels 
daily in Dhofar. Cities Service owns a concession 
covering approximately 32,000 square miles in 
this area. The company is also aggressively 
pursuing its exploration activities elsewhere and 
is presently undergoing a 30 million dollar 
expansion in Canada. The company’s diversified 
activities also include the refining and marketing 
of petroleum products and the manufacture of 
petro-chemicals. In view of the substantial earn- 
ings made in recent years, there is a good pros- 
pect of a betterment in the present $2.40 divi- 
dend rate. The stock offers excellent value for 
long term capital appreciation. BI 


Continental Oil: Although operations are 
fully integrated, the company is in the enviable 
position of having crude production in excess of 
its refinery requirements. Crude production, 
which averaged 137,672 barrels daily in 1956, 
has been growing at a rapid rate. While Conti- 
nental has extensive land holdings, approximat- 
ing 7.9 million net domestic acres, its most prom- 
ising areas are in the Offshore, Gulf of Mexico 
and the Rocky Mountains. A 75% interest in the 
Hudson's Bay Oil & Gas Co. provides the com- 
pany with an important stake in Canada’s rap- 
idly growing oil industry. Continental operates 
7 refineries with a daily through-put capacity in 
excess of 141,000 barrels. Petroleum products 
are sold principally in the Midwest, Southwest 
and Rocky Mountain states. Continental follows 
extremely conservative accounting practices 
which tend to understate earnings. Because of 
its excellent record and management, this issue 
tends to sell relative high to earnings. Despite 
this, the long term outlook for these shares is 
impressive and holdings are justified. Al 





Creole Petroleum: The company is Venez- 
vela’s largest oil producer, with average daily 
production in excess of 1 million barrels. Other 
activities include refining, and operation of trans- 
portation facilities. Creole is the largest holder 
of acreage in Lake Maracaibo, Venezvela’s most 
prolific oil area. As an important Jersey subsid- 
iary, 95% owned, the company can be expected 
to participate in the growth of world oil. BI 


Getty Oil: As both ao holding and operating 
company, Getty Oil offers a broad opportunity 
in the fortunes of the oil industry. Important 
holdings include 1,716,831 shares of Tidewater 
Oil; 1,936,824 shares of Mission Corp. and 2,- 
087,467 shares of Mission Development Com- 
pany. The company’s most important oil activity 
is its half-interest in the Saudi-Arabia-Kuwait 
Neutral Zone. Although Oil was discovered as 
recently as in early 1953, it is currently believed 
that Getty’s reserves in this area may total as 
much as 5 billion barrels. In addition to oil, Getty 
has acquired real estate (it owns the Hotel Pierre 
in New York City) as well as manufacturing sub- 
sidiaries. Because of its rather unorthodox ap- 
proach, the risks in this situation tend to be 
large. However, on the basis of results achieved, 
long term appreciation prospects appear to be 
speculatively favorable. Due to large financial 
requirements, no resumption in the cash dividend 
is anticipated. The Company should, however, 
continue to pay stock dividends. C2 


Gulf Oil: A 50% ownership in the Kuwait oil 
concession, makes the Company one of the larg- 
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est producers of crude in the Middle East. The 
control of British American Oil Company which 
operates in Canada, gives Gulf a major position 
in that country. Mene Grande Oil, another sub- 
sidiary, is Venezuela‘s third ranking producer of 
crude oil. Although Gulf had been tremendously 
successful in its operations abroad, its domestic 
activities showed no appreciable growth. Re- 
cently, however, management has concentrated 
its efforts on correcting this situation. Results so 
far have been excellent. Dividends tend to be 
extremely conservative. However, with earnings 
rising at a rapid pace, some improvement ap- 
pears likely. Some stock dividend has been paid 
in each of the past 5 year. Al 

Humble Oil: A major subsidiary of Standard 
Oil of N. J. (87.6% owned) Humble Oil is the 
nation’s largest producer of crude oil. Reserves, 
which are predominantly in Texas, exceed 3 
billion barrels. Natural gas interests are also 
substantial and reserves approximate 16 trillion 
cubic feet. In 1956, the company’s net crude pro- 
duction totalled 371,000 barrels daily. Although 
activities of Humble are confined exclusively to 
the United States, extensive land holdings (over 
15 million net acres) assures it of continued suc- 
cess in discovering new reserves. In recent years, 
Humble’s record has about kept pace with the 
industry. A restrictive situation in its growth, 
however, is the fact that a major portion of 
Humble’s oil are in Texas where an excess of 
crude oil supplies has resulted in strengent cut- 
backs in production. Ultimately, the ownership 
of these large reserves should accrue to the 
shareholder's benefit. A2 

Imperial Oil: The Company is another impor- 
tant Jersey subsidiary and is the leading organ- 
ization in Canada’s booming petroleum industry. 
Imperial is Canada’s largest refiner (operating 
9 plants which in 1956 produced over 100 mil- 
lion barrels of products) and marketer. Its crude 
production has grown at a rapid rate, amount- 
ing to 38 million barrels last year, equal to 37% 
of its refinery needs. Land holdings are tremen- 
dous, totalling some 22.9 million acres. Crude 
oil reserves are better than 700 million barrels 
while net gas reserves now approximate 1.5 
trillion cubic feet. A one-third interest is held 
in Inter-Provincial Pipeline as well as a small 
interest in Trans-Mountain. Because of their out- 
standing growth prospects, the market places a 
premium on the value of these shares. However, 
over the longer term, the patient investor should 
be well rewarded. Al 

Kerr-McGee Oil: Aggressively managed, this 
medium-sized integrated Company is making 
rapid strides in all segments of the petroleum 
industry. Of particular import to the company 
is its large interest in the offshore Gulf area, 
partially through the ownership of leases and 
partially through its contract drilling business. 
Although a relative newcomer to refining, Kerr- 
McGee now operates three plants with a com- 
bined capacity of 44,500 barrels daily. The Com- 
pany also has the distinction of being one of 
the nation’s largest owners of uranium ore re- 
serves, through its 51% interest in Kermac Nu- 
clear Fuels. It has been estimated that Kermac 
has proven up some 40 million tons of minable 
uranium ore, with another 9 million tons prob- 
able. While the stock sells auite high in relation 
to its near-term earning prospects, its broad 
stake in the rapidly growing energy field assures 
it of continued growth. BI 

Ohio Oil: The Company is well situated in that 
its crude production is more than double its re- 
finery requirements. During 1956, net crude pro- 
duction of Ohio equalled 35.9 million barrels, 
which compared with refinery throughput of 
15.5 million barrels. The company’s reserves are 
large, totalling 681 million barrels. In recent 
years, a more aggressive exploration program 
has been undertaken, with interests acquired in 
Canada, Somalia, British Somalialand, Egypt 
and Lybia, and applications having been made 
in Venezuela and Guatemala. While the com- 


_ ter find could be of extreme significance sina 





pany’s growth has not been impressive, th 
large values behind each share of stock shoul 
prove beneficial over the longer term. B2 


Phillips Petroleum: Phillips Petroleum is , 
highly diversified integrated oil company and 
one of the leaders in the field of natural ga; 
The company has also attained a forefron! po. 
sition in the field of petro-chemicals. Recently 
Phillips has become more aggressive in its ex. 
ploration activities and is venturing abrocd tp 
find new reserves. The company has a 33.54% 
ownership of American Independence Oil, whic 
has a half interest in the Saudi Arab-Kuwai 
neutral zone. Phillips is also becoming active ix 
Alaska and Venezuela. In recent years, cam. 
ings on the common stock have held back (du 
to large financing through convertible bond is 
issues). While near term results do not appea 
dynamic, growth prospects should be favo -abk 
over the longer term. B2 


Plymouth Oil: The Company is one o* the 
smaller integrated units in the industry wit 


crude production approximating 6 million bar) 


rels and refinery throughput of 11 million bar 


rels. No significant revenue or earnings trend) 
has been discernible during the past several 


years; a factor which probably accounts fo: th 


limited price appreciation the shares afford. Cl | 


Pure Oil: The Company is an important nor) 


keter, selling its products in 24 Middle West and 
Southern states. It operates 4 refineries whid 
last year turned out 152,073 barrels of procuch 
daily. Crude oil and natural gas reserves on 
large, estimated at about 500 million berrek 
and 4 trillion cubic feet of gas respectively Fo 
a number of years, the inability to show any 
significant growth trend has limited price appre 


ciation in these shares. More recently, however! 


earnings have advanced favorably. This, com 
bined with the large reserves of oil, add good 
speculative possibilities to this issue. Cl 


Richfield Oil: The company is one of th 
West coast’s leading integrated oil organize 
tions. Its refinery throughput of 122,000 borrek 
daily in 1956 was slightly more than double 
crude oil production of 57,000 barrels daily 
Recently, Richfield has been in the limelight oi 
a result of its participation in two important 
discoveries. The company has a half interes! 
with Cities Service in the Dhofar concessior 
where two wells producing 2,000 barrels a doy 
were discovered. In addition, the company heii 
announced an oil discovery in Alaska. This le 





the area is readily accessible to the crude-def 
cient West coast market. Cities Service owns 
1,257,977 shares (31.4%) and Sinclair ownsl, 
223,581 shares (30.6%) of Richfield’s outstandé 
ing common stock. Dividends, which averag# 


about 50% of earnings, provide an attractive) 


yield. However, no increase is anticipated in tht 
present $3.50 annual rate. BI 


Shell Oil: The company’s record has been ont 
of the best in the industry during recent years 
Shell has consistently placed its emphasis o 
the development of crude reserves and it now 
ranks third in production in the United States 
Shell is also an important refiner and markete! 
of petroleum products. The company also rank 
high as a producer of petrochemicals. Earning! 
continue to reflect these developments as evi 
denced by the fact that profits in 1956 wert 
more than 4 times the amount reported in 1946) 
Sixty-five per cent of the stock is owned by thi 
Royal Dutch Shell group. For investment put 
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poses this stock has outstanding merit. Al 


Skelly Oil: This is a medium-sized integra 
company, with production in excess of refini 
requirements. 1956 crude production amoun 
to 26.1 million barrels which was roughly |! 
times refinery runs of 16.9 million barrel 
Through the company’s refining and marketi 
operations are relatively small, it has acqui 
a@ good reputation in the area it serves (prino 
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pally the mid-continent and southwest). Skelly 
has devoted its major efforts towards the build- 
ing of production and reserves, and has achieved 
a large measure cf success. Producing oil and 
gas properties amounted to 516,002 acres at the 
end of 1956, while non-producing leases totalled 
44 million acres. Mission corp. (which in turn 
is controlled by Getty Oil) owns 59.4% of 





Skelly's outstanding stock. The company’s divi- 
dend policy is extremely conservative, with the 
qwrrent rate being equal to only 30% of earn- 
ings. Some increase in the cash pay-out is indi- 
cated. in view of an improving earnings trend. 
Because of the low yield, these shares are best 
suitec for long term appreciation. BI 

Sinc air Oil: The company is actively engaged 
in a! segments of the industry, including ex- 
plore ion, refining, transportation and market- 
ing. | recent years, it has made significant gains 
in accieving a stronger balance of operations 
throu sh its phasis on obtaining increased 
crud) production. Further gains are anticipated 
this » -ar since the company is completing a large 
pipe! ne to its substantial reserves in the Barinas 
areo in Venezuela. Sinclair holds an extensive 
land »osition, in the U. S. and Canada, approxi- 
mate y 9.5 million acres. Crude oil reserves are 
large totaling about 675 million barrels. An 
addi’ onal 100 million barrels of oil reserves are 
owned in Venezuela. In its marketing operations, 


the company follows a policy of concentrating 
these activities in areas sufficiently served by its 
lines and ter Is. Although the 





refineries, pip 

issucnce of additional common shares through 
conversion of senior securities has prevented 
share earnings from fully reflecting the gains 
made in operations, future growth promises to 
be of sufficient magnitude to offset this factor. 
While no increase is envisioned on the present 
| dividend rate, it is worth noting that at current 
| prices an attractive yield is obtained. BI 


Seaboard Oil Company: Activities are con- 
\ fined exclusively to the exploration and produc- 
ition of crude oil and natural gas. Seaboard’s 
record of growth has been outstanding, which 
is reflected in a rising revenue and earnings 
\ trend. Current crude production is at an annual 
}rate of approximately 15 million barrels. In 
addition to large domestic lease holdings, Sea- 
board has a well entrenched position in Canada. 
Of particular import in this connection is its 
ownership of 14,400 acres of leases in the highly 
| prolific Pemabian field. The company is also in- 
i terested in Venezuelan oil possibilities and has 
acquired concession in partnership with others, 
covering 27,000 acres in Lake Maricaibo. A joint 
concession is also held in Turkey. Conservative 
accounting practices result in an understatement 
bof earnings. Approximately 32% of the stock 
Sis owned by Texas Company. Al 


| Socony Mobil: The compeny ranks as one 
) of the leading factors in the petroleum business, 
both in this country and abroad. Its fully inte- 
grated operations encompass production, trans- 
portation, refining and marketing. Crude re- 
terves are substantial, numbering approximately 
1,383 million barrels in the United States and 
6,782 million barrels abroad. The company 
Operates twelve refineries and its products are 
marketed extensively throughout the United 
States and the rest of the Free world. The sale 
of additional common stock a few months ago 
will restrict the growth in earnings this year. 
However, over the longer term this issue offers 
above average growth prospects. Al 
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dj8ahrein-Caltex group and a 30% interest in the 


Standard Oil of California: This company 
is one of the nation’s leading international oils 
with operations encompassing the free world. 
Approximately 60% of earnings is derived from 
domestic and other Western Hemisphere opera- 
tions. The balance of profits come from the 
Eastern Hemisphere. Important Eastern Hemis- 
Phere interests include a 50% ownership in the 
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Arabian-American Oil Company. Western Hemis- 
phere production in 1956 totalled 143.8 million 
barrels. While the company’s principal activities 
are concentrated in the United States, operations 
are also carried on in Canada and Venezuela. 
These are relatively small compared to the 
domestic operations. During 1956 total Western 
Hemisphere production amounted to 144.9 mil- 
lion barrels. Refining and marketing activities 
are primarily concentrated on the west coast, 
where the company is the largest distributor of 
petroleum products. In line with the perform- 
ance of other international oils, the growth of 
the company’s revenues and earnings hace been 
good. In addition, the company has been quite 
liberal in its dividend policy, having given some 
increase in each of the past five years. Al 


Standard Oil Company of Indiana: The 
company is the largest refiner and marketer of 
petroleum products in the Mid-Continent area. 
In 1956 the company sold a total of 242 million 
barrels of petroleum products. Crude oil pro- 
duction approximates 300 thousand barrels 
daily. Natural gas sales are in excess of 1 billion 
cubic feet. The company’s reserves are substan- 
tial, crude oil being in excess of 2 billion barrels 
and natural gas over 11 trillion cubic feet. In 
recent years, Indiana has been attempting to 
broaden its exploratory activities (which hereto- 
fore has been confined to the United States) 
and important concessions have been obtained 
in Cuba. The company is also negotiating for 
concessions in Arabia. At the end of 1956, 
3,768,459 shares of Standard Oil of New Jersey 
stock were owned. Relative to other large do- 
mestic oils Indiana’s earnings growth has been 
below average. Principal factor in this regard 
has been the issuance of large amounts of 
convertible issues in recent years. Cash dividends 
are extremely conservative, however, the com- 
pany does maintain a policy of paying out part 
of its holdings in Jersey each year to stock- 
holders. While immediate results of Indiana are 
not expected to be particularly dynamic, over 
the longer term the company should grow in 
line with the industry. Al 


Standard Oil Company (New Jersey): 

Primarily a holding company, Jersey owns 
stocks in a number of organizations engaged 
in various phases of the oil business throughout 
the world. Domestic operations are carried on 
through Humble Oil and Refining (87% owned); 
Carter Oi! (100% owned) and Esso Standard Oil 
(100% owned). In Canada, the company is 
represented by Imperial Oil Ltd. (70% owned). 
In Venezuela and other South American coun- 
tries, Jersey has Creole Petroleum (85% owned), 
the largest South American producing and re- 
fining company, as well as International Petro- 
leums (83% owned), a major factor in Colom- 
bia, Peru and to a lesser extent in Venezuela. 
In the Middle East and Near East. Jersey has 
representation through Standard Vacuum Oil 
(50% owned). Arabian-American Oil and Trans- 
Arabian Pipeline, each 30% owned. The com- 
pany also has marketing outlets in England and 
Continental Europe. During 1956, Jersey's total 
production amounted to 737 million barrels of 
which 159 million barrels were from domestic 
sources, 404 million barrels from other Western 
hemisphere areas and the balance, 173 million 
barrels from the Eastern hemisphere. In the 
same year, the company refined a total of 894 
million barrels of petroleum products. Although 
Jersey is a worldwide organization, it is inter- 
esting to note that the major part of its opera- 
tions are in the Western hemisphere, as evi- 
denced by its large stake in the United States, 
South American and Canadian oil industry. Of 
total 1956 net income of $808 million, 27% was 
from domestic sources, 51% from other Western 
hemisphere operations and the balance from 
the Eastern hemisphere. Al 





Standard Oil of Ohio: Although operations 
are fully integrated, major emphasis is placed 


on marketing. Ohio is one of the few in the 
industry which can boast sizable profits in its 
marketing activities. The company sells its prod- 
ucts almost exclusively in the State of Ohio 
Although there is no doubt that Sohio’s position 
in Ohio is almost unchallengable, this is some- 
what offset by the fact that the company cannot 
use its trademark in other areas. During 1956, 
the company’s refinery throughout amounted to 
better than 51 million barrels. While the bulk 
of its capital expenditures are for refining and 
marketing facilities, production activities are 
also expanding. The desire to improve its crude 
output can be seen by the fact that Sohio cur- 
rently provides about only 25% of its refinery 
requirements. Areas which may prove important 
in increasing the company’s production include 
Offshore Louisiana where an interest is held in 
37,000 acres and in Venezuela where a ‘4 in- 
terest (with Pure, Signal and Hancock Oil) is held 
on 27,000 acres. Earlier this yeor management 
estimated earnings would be up 8 to 10% over 
1956. However, an extended strike of the com- 
pany’s refineries should temper the results some- 
what. There is no dividend increase envisioned 
on the common stock. B1 


Sun Oil: The company has an enviable record 
in the marketing of petroleum products under 
the SUNOCO brandname. Principal marketing 
areas include the Atlantic seaboard, westward 
to Chicago and Michigan and part of Canada. 
Sun‘s two refineries in 1956 produced 95 million 
barrels of petroleum products. The company has 
been a leading factor in the development of the 
sale of selective grades of motor fuel at the 
service station. Unlike most companies which use 
a third pump, Sun has designed a unit which 
permits custom blending of five different grades 
of motor fuel. Sun is actively pursing an aggres- 
sive program of building its crude production 
and reserves. In addition to accelerating its leas- 
ing activities in the United States and Canada 
(where some 11.3 million acres are held) the 
company has established a foreign operations 
department to engage in oil exploration abroad. 
Important new concessions include leases on 
676,000 acres in the Bahamas, a one-quarter 
interest in 480,000 acres in Colombia, as well as 
important concessions in Lake Maracaibo, Vene- 
zuela and Guatemala. The company’s dividend 
policy is ultra-conservative as indicated by the 
fact that the cash pay-out in recent years has 
been less than 25% of net income. An offset- 
ing factor is the company’s policy of paying 
regular stock dividends. B2 


Sunray Mid-Continent Oil: The merger of 
Sunray and Mid-Continent Oil companies has 
resulted in the creation of a well-balanced, inte- 
grated oil unit with activities concentrated in 
the mid-continent. Crude production, which 
approximated 83.000 barrels daily in 1956 is 
equal to roughly 83% of refinery runs (totalling 
106,000 barrels daily last year). Domestic ex- 
ploratory activities are concentrated in the 
Texas, Oklahoma Panhandle, New Mexico and 
Konsas. The company has an active secondary 
recovery program and at the end of 1956 oper- 
ated 40 waterflood projects while participating 
in 23 others. In Canada, Sunray has a substan- 
tial interest (ranging from 12'2% to 50%) in 
7 gas fields in the Peace River area. In addition, 
it owns a substantial stock interest in West 
Coast Transmission Company. Petroleum prod- 
ucts are marketed under the D-X brand name, 
through some 3,209 bulk and service stations in 
the midest. While the integration process of 
Sunray and Mid-Continent oii companies has yet 
to be digested, it is believed that, over the 
longer term, substantial benefits should accrue 
to common stockholders. The liberal dividend 
provides an attractive yield. B2 


Texas Company: The Texas Company is the 
second largest producer of crude oil in the 
United States. During 1956, it produced a total 
of 126 million barrels of crude oil. At the end 
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of the year, the company had approximately 
11.3 million acres under lease in the United 
States. Texas Company is also an important 
marketer, selling in 1956 a total of 268 million 
barrels of refined products. The company is 
unique in that it is the only domestic firm mar- 
keting its products in all of the 48 states under 
one brand name. Foreign operations are also 
important and subsidiaries are located in Co- 





it is believed that Tidewater will be able to 
generate substantially larger earnings. No divi- 
dend has been paid on the common stocks since 
1954, and none is expected in the near future. 
However, a 5% stock dividend has been paid 
in each of the past three years. B2 


Union Oil Company of California: This 
is the west coast’s second largest integrated oil 
pany. Products are marketed in California, 





lombia, Venezuela and Trinidad. The pany 
is also active in Canada directly as well as 
through its 65% interest in McCall-Frontenac Oil 
and 75% in Regent Oil Company Ltd. In the 
Eastern hemisphere, a strong position is held 
through a 30% interest in the Arabian American 
Oil Company, and a 50% interest in Caltex 
(jointly with Standard Oil of California). A well 
company, Texas enjoys a strong com- 
petitive position in the oil business and should 
continue to grow in line with the industry. Al 





Texas Gulf Producing: A small sized pro- 


Washington and Oregon as well as in Montana, 
Wyoming, Utah and parts of Idaho and Nevada 
with total sales in excess of 58 million barrels. 
Union Oil's exploration activities are less re- 
stricted and substantia! production is held in 
California, Texas, Oklahoma, Louisiana and the 
Rocky Mountain states. The pany esti 

its crude oil reserves to be approximately 495 
million barrels and natural gas reserves to be 
in the area of 2.2 trillion cubic feet. Through a 
subsidiary, Brea Chemicals, the company is also 
an important manufacturer of ammonia and 
derivatives used in fertilizers. In addi- 








ducer of crude oil and natural gas, the company, 
in recent years, has enjoyed good success in its 
domestic exploration activities. Particularly im- 
portant in this regard, was the discovery and 
development of the Headlee-Parks Ranch field 
in Midland and Ector counties, Texas. The com- 
pany’s crude production in 1956 totalled 4.9 
million barrels and natural gas production 
amounted to 17 million M.C.F. Despite its small 
size, the company stepped up its exploration 
activities to include areas outside of the United 
States. In 1953 it entered Peru and acquired an 
interesting concession there. While some pro- 
duction is obtained, the inability to get to mar- 
kets has restricted the development of these 
properties. More recently, attention has been 
drawn to this issue as a result of its 6 million 
acre concession in Libya. To help finance the cost 
of exploring this area, an agreement was en- 
tered into with W. R. Grace whereby Grace 
would pay $7'2 million of a total of $10 million 
in expenditures planned for this area. The stock 
sells relatively high on the basis of near-term 
earning developments. C1 


Texas Pacific Coal & Oil: The company is 
a small producer of crude oil and natural gas 
with activities centered in the state of Texas. 
Crude output in 1956 amounted to 7.5 million 
barrels and natural gas sales totalled 27 million 
M.C.F. Crude reserves are estimated at 109 
million barrels and natural gas at 525 billion 
cubic feet. The company also owns the only 
known coal deposit in Texas, with reserves esti- 
mated at 127 million tons. Sinclair Oil in 1956 
acquired 30% of Texas Pacific's outstanding 
stock for investment purposes. B] 


Tidewater Oil: An integrated oil unit, the 
company’s activities are centered on the Atlantic 
and Pacific coasts. A refinery at Avon, California 
has a throughput capacity of approximately 
110,000 barrels daily. Plagued by large oper- 
ating losses in its Bayonne refinery, the company 
scrapped these facilities and built a new plant 
at Delaware City, Delaware. This unit which 
went on stream in May of this year has a rated 
capacity of 130,000 barrels daily and is the 
largest refinery ever built at one time. Geared 
to operate on high-sulphur, low-gravity middle 
east crudes, Tidewater’s Delaware refinery faces 
some i diate probl with the establish- 
ment of voluntary import restrictions, it will have 
to cut back some 59% in its proposed imports 
from the middle east. B of this, operating 
profits this year may fall short of previous 
tes. The pany holds large reserves of 
crude oil which at the year-end 1956 were esti- 
mated at 560 million barrels. Natural gas 
reserves at this same time approximated 2.4 
trillion cubic feet. For a company of its size, 
Tidewater has a small acreage position totalling 
2.5 million acres. However, the record has been 
good when one iders the limited 
of the company. While near-term results may net 
prove particularly dynamic, over the long run 
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tion, it has a 25% interest in Pima Mining Com- 
pany which is engaged in the commercial pro- 
duction of copper concentrates in Arizona. Union 
is a!so active in shale oil having spent some $15 
million on development of such projects. In 1956, 
$120 million of debentures were sold to Gulf 
Oil. These debentures are convertible at $70 per 
share for fiey years, then at higher prices. 
Although the company’s earnings have not en- 
joyed any appreciable growth in recent years, 
it is believed that over the longer term a definite 
improvement should be shown. The present divi- 
dend rate provides an attractive yield on this 
issue. Bl 


Ratings:—(A)—Best Grade. (B) Good Grade 
(C)—Speculative. (D)—Unattractive 
1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 





For Profit and Income 





(Continued from page 721) 


are normally subject to below- 
average fluctuations. They in- 
clude baking, finance companies, 
dairy products, packaged foods, 
electric utilities, bank stocks, food 
chains, variety stores, shoes, 
soaps and tobaccos; and, among 
the more cyclical groups, auto 
parts, department stores, rail 
equipments, sugar, tires and the 
long-depressed textiles. 


Good 

Among individual stocks which 
are currently performing consid- 
erably better than the industrial 
list are: American Chicle, Amer- 
ican Stores, American Agricul- 
tural Chemical, Chrysler, Hertz, 
Kroger, Lorillard, Reynolds To- 
bacco, National Biscuit, Raythe- 
on, Sherwin-Williams and Union 
Tank Car. 


Poor 

Up to this writing the follow- 
ing stocks have been performing 
significantly worse than the mar- 
ket: American Radiator, Alpha 
Portland Cement, American 


Broadcasting- Paramount, Bab. 
cock & Wilcox, Boston Edison, 
Bendix Aviation, Carrier, Crane, 
Briggs Mfg., Diamond Alkali, F'il. 
trol, General Time, Granite City 
Steel, Interlake Iron, Internation. 
al Nickel, Joy Mfg., Kennecott, 
Lockheed, Phelps Dodge, Rayon. 
ier, Simmons, Standard Oil of 
Indiana, Thompson Products, 
Vanadium, Wheeling Steei, Suth. 
erland Paper, and Woolworth. 
—END 





As | See It! 





(Continued from page 687) 
at all for about 12 million om. 
ployees. 26 weeks of payments 
averaging about $25 per week 


is a handy prop for helping work, 


ers over the rough hurdles be 
tween jobs, but it is certainly not 
one calculated to encourage ca/ 
reer loafing. 

In recent years we have beer! 
assuring ourselves that “built in’ 
stabilizers would automatic:ll 
prevent another serious depres 
sion. Prosperity has even bee! 
written into the law of the land 
But the props have never beer 
tested, and when looked at closel} 
seem a little weak for a natio 
that is mortgaged to the hilt, uj 
to its ears in installment debt 
and has been living awfully higi 
on the hog for a full decade oy 
more. —ENI 





Market Over the Next 
Fortnight? 





(Continued from page 689) 


and housing activity. 
The production index (seasom 


ally adjusted) was unchanged in} 
July at 144, against peak of 14 


last December. A range of 14 
145 seems reasonable expectatior 
for August to the year end. Retai 
inventories of automobiles are # 
a high level, well above a yeal 
ago. Housing starts show som 
nominal improvement. Total per 
sonal income has recorded a sma) 
further gain. There is no prospeé 
of a significant rise in aggregati 
corporate profits, or for mom 
than a 3% to 4% gain in totd 
dividend payments. No change | i! 








our conservative policy is justi 
able at this time. ‘g 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $20,000 or More!) 


Whos investors are aiming for financial in- 
dependence . . . whether they hope to arrive at 
their goal in five, ten or twenty years. 

We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality . . . for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... With a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor, 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions, 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes. considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








Jun information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if vou will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MaGazineE oF WALL STREET. A background of nearly fifty years of service. 


90 BROAD STREET 


NEW YORK 4. N. Y. 





























































Melvin Janes, a friendly, sandy-haired man 
in his early forties, may well be the world’s only 
trackwalker with a doctor’s degree. 

Since 1953, Dr. Janes has trudged many a mile 
along railroad tracks from Maine to Texas. His 
mission: to check with his own eyes the killing 
power of a unique railroad-bed weed destroyer. 


Weeds are a menace to railroad men. They are 
a fire hazard; wheels slip on them; they hold 
moisture which rots the ties and undermines the 
roadbed ; they make maintenance difficult. More 
than 50 kinds of weeds grow along the tracks. 
Some die easily and stay dead—but many are 
too tough for ordinary weed killers. 

When Mobil scientists developed a promising 
new oil-based killer—AGRONYL R—Dr. Janes 
took to the tracks to check it out. It killed the 
weeds, all of them. Moreover, it’s heavy and 
doesn’t blow on to adjacent farmland. It leaves a 
film that discourages new growth (and also helps 
keep the tracks from rusting). 

You can’t buy AGRONnyYL R herbicide for your 
garden weeds. It wouldn't work in your home 
sprayer anyway. It was created for a specific job 
—and it does that job without equal. 

In the same way, Dr. Janes and his fellow 
scientists develop countless other MoBIL products 
for the special needs of your business, your car, 
your home. Whether it’s a motor oil or a gasoline 
or a gear lubricant, it’s unique in its field. And 
you can depend on its quality —for it is a 
product of Mobil’s master touch in oil. 

For more information about Mobil research 
and development activities, write to Room 2400, 
Socony Mobil Oil Company, Inc., 150 E. 42nd 
St., New York 17, N. Y. 





SOCONY MOBIL OIL CO.,INC. 
Leader in lubrication for 91 years 











